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PREFACE 


The object of this work is to present a fairly complete 
outline of the modern economic history of England and Indici 
and to ac([uaiiit the reader vvidi the chief imlhorities on the 
subject and soiiK' of the original soiirct^s. In i^ai t 1 the- 
stvicly (jI developments in England takes into account the 
results of the assiduous r(\searches t arried on by such a\uho- 
rities as Dr. Claphani, E. Lipson. ;md (i. R. FaN , and piesents 
conclusions whidi were not made availa])le in gcnetMl 
surveys. Part 11, devoted to India, is based on a \ariety 
of original stnirces, some «.)i' whic h ]ia\'(‘ hilhei'to icrnained 
untapped. During tlie past two decades, owing to llie iti- 
ereasing pace of (‘coiiomie development in India, a \\ealth of 
jiew inalt'rial has been aecumulating for ilie student ol eco- 
nouiie iiistory, and the author lias been al)le to draw Ireely 
upon this. 

'Phougli lh(‘ book lias grown out o(' lec tures deli\'ered I'oi* 
tlie B.A. students, the aurlKH' hopes that it will also l)e found 
useful to Honours students of the Indian l.’ni\ersiti(‘s and 
serve as a helpfiil inti'odiiction to tlu' study of Indian ('(ono- 
inies. As the book lays greater emj)liasis on liroad eurrents 
than on minor details, the general reader i(K> may find it 
interesting. 

do facilitate the mastery of' the material, a chapter sum¬ 
mary Ls given at the end of every cliapt(.*i\ and a table of 
important dales is also given wherever iiect‘ssary. 
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CHAPTER I 


THE INDUSTRIAL AND COMMERCIAL 
ORGANIZATION OF ENGLAND 
IN THE MIDDLE AGES 

TUI*: MANORIAL SYSTKM 

The exact origin of the ‘ Man orial SysH*jn,’ the rural frame¬ 
work ()f Kriglarid in the Middle Ages, is oliscnre, and has 
been the suliject of much controversy. It was rioLa system 
or form of organization pc^niliar to England, i'or it was also 
widespread on tlie C’ontinent ol* Europe. “Hut it was by no 
tXicans unijorni^wheicver it occurred. Xot only were tliere 
differences between the English and Continental versions, but 
in England itself there were marked variations tlirougliout 
the country as to organization or in the degree to wliicli it 
was applied. The variations were due to gcograplhcal as 
well as liisiorical reasons. It would lluaefore be wrong to 
imagine manorial organization as a carefully ihonglil out 
sy’stem of universal application. 

It is clear that on the Continent the system was a legacy 
from Roman times, wIkui great estates were cultivated l)y 
Slavic labour. How far Roman methods survived in England 
after the departure of (lie Romans is still debated. Inhere 
were survivals of the older Celtic, system of agricultural orga¬ 
nization, but it is also certain that then* was manorial organi¬ 
zation ill England bc^fore the Norman conquest. 

All who liviul on the manorial estate were d epcridc?n t on 
t he lor d, in other words the owner of the estate; and tins 
dependence might suggest a conversion of a liasically free 
population, as under the Saxons, into one partly free, partly 
unfree. In limes of insecurity (suc'h as the Danish invasions) 
the small man would naturally seek the protection of one 
more powerful, and lie ready to surrender some of liis own 
rights for that protection. He became his lord\s man and 
tenant. Under WilliamM this d ependence; of one ma n upon 
another higher in the~scaTe was develop ed and s^sd eniatizc*d, 
and fo rmed th e basis of^jhe feudal organizatic^n of scfciefyfTri 
wliicli the manor was a recognized 
2 
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UsualIv a manor comprisecl a \ sometimes more than 

one village, with the surrouudini;- lands. In some places the 
manor might he part of' a small town, or even take in the 
whole town, for in the early Middle Ages most towns were 
little more than large \illag(‘s. A manor was a rjindx^tatp 

in w hich the lane 1 was divicied^ fhree parts.th(^ deinesn^, 

the'^tenants’ holdnjgs, atid theVomnions; the demesne being 
llu* lord’s portion. 

d'he inliahitants of a manor held by a lord fell, broadly 
speaking, into two groups, th(;:_li:ci‘ and the unhee tenants; 
the latter I'orming llie linchpin of tlu* whoU' system. Tlae 
till age of tiu* loixl’s lioldmg or the demesne by the seivde 
tenants was the Tiall-mark ol' the manorial organization. Of 
th(' two ( lasses of uiiiixtL.lenauLs in the manor - the viilleins 
andAhe cortajs or bordars, flu* former was materially better 
oil. riie villeins lic'ld nn^T land than the ('ottars and, 
unlike ihe laltta*. k(fpt cattle and plcuigh. They rendtTed to 
the lord three.kiuds of customary stTvices. M’he ^yed^^:^.VQEk> 
the nature (d which was not specified, was done lor tw'o or 
three days in the week, sometimes through a deputy. In 
addition, during stjasons of heavy agricultural work, the vil¬ 
lein had to do the^xxm-w-ork ahm^ wuth all the menibg^s 
his I'ar nilv except Ins wile. For the days of the boon-WTjrk 
he w'as given fo(|d and drink by his lord. ^ Cki rtage , i.e. carry¬ 
ing corn by iieadloads from the field to the manor house, 
was ihe third type of customary service. 

Manorial custom also imposed on the villein cer tain pay - 
inen^ to the lord. When the villein’s daughter was married 
he had to pay ‘ mer chet when he wanted to live outside 
the manor he had to give ‘clKwage'; a son inheriting his 
father’s liolding had to prestmt the best beast in the stable 
C hca iot ’). Besides these payments, the villein also 
peas ed his lord by percjuisites during Easter and other 
(occasions. 

In theory the villein w^as bound to the service of his master 
by nimierous gaiUijg.raiLiicLitiDS. Without the permission of 
th(‘ lord he could not stir o ut of the manor, or selL-hisxattJe 
or c ut a trye. He could grijjiJJiis co^^ (mly nLlJlC lard’s mill. 
He was not allowed to educate his children. 

Although he was denied many elementary liberties his posi¬ 
tion w^as comfortable wdien compared to that of the con¬ 
tinental serf, ‘ a hapless missing link between a l)east of 
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burden and man," oxer whom, unlike the Eni^lisli lord, his 
master had powers of life and death. Moreov^er, the com¬ 
plete imposition of all the restrictions and the performance 
in full of all the agricultural and other works nominally due 
by the villeins, did not long survive. 

The cottar s or bordars (the two leiins are regarded as 
synonymous, though this has not been cstablislied) had t<y toil 
for the lord only for one day in the week. As the day was 
usually Monday they e:arned the name ol‘ ' Mondayinen.’ 
Thev worked lor \\Lagcs £>u the other days and were thus the 
pieciirsois c)f the niodern class of agricultural labourers. 'ITiey 
too were subject to the other obligations which life villeins 
had to discharge. 

Th(' freenien of the inaixjr wert' a minority', and their 
position (‘ould not always Ijc criearly distinguished from that 
of tlie serfs because ol' tlie complexities of manorial prac tice. 
Sometimes freemen held land on x ilkan tenure, but were still 
considered free. But unlike the villeins, they could leave the 
nianjjr without the perniissiou of“ the lord, c()uld sue ^ and 
were n()t usually required to ])ay mercliet. 

'file husl)an( lrv in the manor was supervised by a number 
of ofiicials. l"he s enesclia l or sie\Mn(l was at the head of 
the hierarch), and he tonred scleral nianors. I'he local 
agent in each manor was the bail iff, who paid a daily visit 
to the fields. 'I’he other ollicaals were the Ree ve and Ha) - 
war d, elips^tm by the \ illeins as expert agriculturists (relieved 
of the fetters of villeinage) and entrustcxl with tlie responsi¬ 
bility for the proper work ol the villeins. 

Througli the centuries cultivation was carried on both in 
the demesne and the villeinagium acc:ording to a strict 
routine which made almost inipossilile individual initiative 
and original experiment. In those manors where the arable 
land was di vided into three fLelds, each held was left iallow' 
for one year in three. Whe at and barlc)' were growai suc¬ 
cessively during the other two years in each held. The 
following is the plan of' the system of triennial rotation. 



\st Jield 

2nd field 

[^rd field 

1st year 

Wheat 

Barley 

Fallow' 

2nd year 

Barley 

b allow* 

Wheat 

3rd year 

F allow* 

Wheat 

Barley 




4 


KCONOMK.; HISTORY OF F.NOFAND AND INDIA [PART I 


Si ihcliv jsi(>n itiid holdings was the rule in 

manorial tillage. Each of the three fields was divided into 
broad 'shots' and was riirlher cm up into "strips^ of ()ne 
or hair an acr e each, .separated by ])alks of land. \o culti¬ 
vator received a compact block of land, l.)ut his lu.>l.duJlft‘s w-ere 
sc att ered. It lias not lieen estal^lislied why this w’as the 
practice, but it was probably due to dillV-rcnces in the fertility 
of the fields. 

In most (ases. manorial agrienhure^ followed the (u^n-field 
system. When crops were standing tlie arable land was 
enclosed, but the indi\idual holdings were not fenced. A 
few’ advanced manors were an exception to this, and their 
eiH’losed fields were soni(‘times let at a high rent. 

In most manors tlicre was a meackwv in which each villein 
was gh'cn some strips, and a champion or waim*, which 
included woodland, was h eld in coninKai. 

In th(' Middle Ages, wherever there were tenants, it w’as 
usual to liave a court to try ofleiu’es. 'The mauacecim t dealt 
with (‘iyil eases arising in the manor, such as disput(‘s about 
boundaries and owiierslup of land; but it had also ( liminjd 
jurisdi ctio ii. LaUxin the \lidclle Ages t]i(\se two courts went 
l)y the names of court Baron and court Ecet. 

'Ehe Manor ial system, ‘‘ tlie rude* olTspring of aiiarcliy,’ 
was a coriyeriieut structure in a distracted society. 'Ehe 
rigidity eif the manorial rouiine Iii*lpa] habits 

of order and sialiility at a time when law w as a feeble force. 
In epochs of defective cornimuiications the pursuit of _self- 
suflieiene)’ in small local units was absolutely nc'cessary. 

But the inaiioria] system of cultivation had many defects. 
'Ihe innumerable sujKliyisipiis meant much waste (>1'Imid and 
time, and made impossible a good sxslem of ciraiiiage or 
cleaning of the soil. Bo unda ry disputes w ei e rife, innov ation 
was imppssiJbJe, ade(]uale fodder was not raised, the yieljd 
could not be stepped up, and the sy stem ecmld jiot^^ 
pace with changing (economic conditions. If it lasted long, 
it was bec’hust* those governed by the system failed to work 
out ail alternative. 

d he chang e began in the thirteenth century. T’lie main 
reason for this was the substitution for subsistence farming 
(i.e. farming the manor as a self-contained unit) of' a cash 
econ omy, where prf,‘duce w^as sold in the market. Side by 
side wTttr this wont the conversion of lalipur services to mcj ncy 
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pavrneiits and the letthig of demesne lancls by the lord, vviio 
olten ceased to cultivate the demesne. All tliis was hastened 
1)y the Black.bubonic plague, which ravaged 
England intermittently for a decade in the middle of tlie 
ronrteenili century and carried about a nilh of the 
population. 

THE MERCHANT AND THE CRAl'T GUILDS 
Most of ilie towns of England in the earl\' Middle Ages 
were only big villages and some of their inhabitants wcr(‘ 
engaged in linsbandry. They weic under the jurisdiction of 
the manorial lord wIk), l.)esides securing the personal services 
ol'tlie cnitivating class, exacted payments lioni all the towns¬ 
men tlirough his baililF. The king s agent, the sherill', also 
ass(‘sscd them, and the two olliccrs sometimes caus(xl much 
vexation. In the t welfth ce ntur y tinyns Diegan^ 
tlieir fh;edoin. As many lords were eager to go on crusa de* 
to th(' Holy Land, they rcradily granted chai ters ol* privileges 
in return idr payment made, either in a lump sum f)r over 
a period. All those who subscribed towards it were said to 
be at seot-and-lot in the borough. 

P rivileges were sometimes graiiK'd in a scries of charters 
and olicn Taried from town to town. One of them was tiie 
right to clloose a go\erniug iMidy for the town. Another 
vafiiliTile right was that of eslabhshiiigj^ merchant guild for 

regulating comriK'icc insidt* the town. .. 

Not all those who were ar scol-and-lot in the borough 
became memIxTS of the merchant guild, and sometimes the 
guild included non-residents too. Even in higlily organi/ed 
towns tlie g uildsmen w ere in a minority’. In course of time, 
as trade grew and tlie advantage's of”the inereliant guild 
became clear, tnaiiy of those who had obtained their I'reedom 
were drawn into the guild, and itjh^xime identical with the 

governi ng body of tbe ,i<.>wri. .. 

'Lhe cliief functions diseharged by tlie mercJiant guild 
through its alderrnaii and the wardens who assisted him, 
were the e nsiiriijii of (air deal ing at en stomary prices and 
the er irorcem ent of certain traclc*^ rcysuictu ^^l,.the non- 
niejTib£i;^ with the object of giving the members a privileged 
position in tlic* town-market. The guild officials examined 

^vSir J. H. Claphain, A Concise Economic History of Britain (up to 
jjdo) p. 
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the ([iialily of the products sold and the guild inflicted 
piinishmcnls on those who failed to comply with its standards, 
or were guilty of fraudulent transactions. Such practices as 
regrating, engrossing and forestalling (all refer to buying in 
order to sell at a higher price) which w’ould cause sudden 
fluctuations in price or a glut or scarcity in the market, 
were forl)idden. All tninsactions had to be made in j)ublic 
and in the presence of v\ ilnesses. Anyone who made a good 
barga fTTl i ad“ to a re the pi-oduct with the other members of 
the guild. The merchant guild foreigners from 

engaging in retail trade or iraflicking in suc:h stajne commo¬ 
dities as wool. For dealing in some articles foreigners had 
to pay a toll. 

Mernliership of the rnercliant guild conferred on the towns¬ 
man considerable so cial pr(\stig e and brought him some pxL- 
vileges even in other towns. He was looked upon as credit¬ 
worthy, and if he failed to discharge a debt, pressure could 
be I)rought upon liirn through his guild and he c:ould be 
made to pay. In other towTis, and in international fairs 
liekl near his town, he was exe mp ted from certain tolls 
exacted from those* who were not olThcr ginld. 

In the Middle Ages economics c:onld not be dissociated 
from ethics, (iuilds had pl^uithropic lunctions and orga- 
ni:^ed festivals mid pageaiit^. ~nR7 ()nie^ alhong guild 

members was much eiuxaimga:!* When a member fell ill 
others called on him. When a member died his associates 
attended his funeral, and even helped his wdfe and children. 
The guild court s tried cases in wdiicli oiily members were 
involved. 

In the medieval w^orld the government was rarely the 
arbiter in cxronornic matters. The merc hant guild s were for 
long periods in the t welfth and tb.e,.lliirtee nth ce nturies an 
imj^rium in iniperio^ placing the municipal spirit abov^e national 
int(‘resfs” anrt even entering into agreements with guilds 
across the Channel without obtaining the sanction of their 
government. 


CRAFT GUILDS 

'Fhe origin oi* the craft guilds is a vexed question in English 
economic history. It seems that they came into existence in 
various parts of the country in different circumstances, and 
that no s ingle theory can be ade qu ate to ex pl ain thcir^ncsis. 
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One explanation of their emergence is that in some places 
the foreign traders, who were encumbered by the regulations 
of the merchant guild, made a substantial payment to the 
king and secured the right to have their own guilds. Another 
theory is that they were organizations of workmen who came 
to detest the privileges of the wealthy merchants. This view 
has little support. Another school of thought maintains that 
there was really no antagonism between the tv\'o types of 
organizations, and that the membership was the same in 
both. Yet another explanation is that when the sphere of 
the merchant guilds increased owing to the grow'th of tlie 
towns they found it difficult adc(|uately to enforce their 
regulations and, to discharge their functions more efhrJively, 
broke up into special organizations called craft guilds. 'I’he 
last hypothesis seems the most acceptable. 

A c:raf‘t guild i ncluded both mastcrxraftsmen and joiiiTiey- 
laea (workers) belonging to a particular craft. It had an 
assemb ly and a cou ndl, the r(‘iative importance of the two 
\’arN’ing in different towns. At the head were the wardens. 

The craft guilds maintai ned custonxary prices^ anff wageg, 
r egulat ed working coiidition.^ and supervised the quality of 
p^:)ducfs turned out. They also ensured the proper training 
o f ap pirentic^and the p rom otion ofg.<)pci.wi[l among members. 
Like the merchant guilds they too performed acts of charity 
and benevolence. 

The craft guilds are often cornpan*d with the trade unions 
of our day. The points of contrast are many. The craft 
guilds were open only to s killed wor kers, whereas trade unions 
include both skilled and unskilled labourers. Craft guilds 
comprised i)o th employer and^ empl oy ee while trade unions 
are purely workers’ organizations. The craft guilds were 
under the con trol of the goyerning body of the town; trade 
unions, as we know them, are not subject to government 
authority. Further, craft guilds were iir ban organizations 
(before the later Middle Ages when some guilds were formed 
outside the towns); unlike them, trade unions draw their 
membership from the countryside also. The point is some¬ 
times made that in the case of medieval guilds m^embership 
was compulsory for those engaged in the craft. In modern 
trade unions there is no such compulsion. In most cases, 
however, a worker who refuses to be a trade union member 
will run into difficulties. Trade unions are often brought 
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under federations, but the craft guilds were hig hly exclusive 
and had no common ce ntre of authority. A point of sirni- 
Jarity is that the provision of friendly benefits by trade unions 
reseinl)les the philantliropic work of the craft guilds. 

Modern trade unions arc sonietimes moved by revc:)lu- 
tionary ideology and have party afliliations. Their role 
during labour agitations woulcl seem to indicate that at such 
lini(‘s they do not have the public interest at heart. In this 
they dilTcr from the inedic'val craft guilds which, l?VL.rnipha- 
■si/i ng fair dealing, sery ed the interests of ll^' whole com- 
m unity . But tliis view may not alwaxs be correct. Many 
trade unions have broad political and economic ideals which 
may be defined not as class-ideals but as cominunitx-idc:als. 
Ernest Bevin claimed that thc'ir aim is Ihr ' the libcaTy of 
tlie ordinary man and the right relationship between lellow- 
inen.’ 'f'his definition is vague, but it must be said that 
many trade unions are not opposed, in their wider or ultimate 
aims, to the general welfare* o(‘ the wliolc community. In 
tliis connection it must be rerniembeivd tliat craft guilds were 
not always faithful to the inlcreists of the community; in the 
later Middle Ages th(*\' degenerated into strongholcls of n 
vested inshut out many would-be m.emliers. 

Summary 

The Manorial Syslcm :—The origin of the manorial system, 

a subject of conlroversN. Two views.(me that the system 

was a survival of the Roman Milla sxstem, the otiicr, tliat 
it was tiic result of the d(*generatioii of the Saxon Alaik 
system. 

A manor - an estate comprising a village and the adjoining 
lands, sometimes a sm<i]l town, it liad two types of tenant, 
the 1‘rec and the unfree, the latter being the pivot ol* Uic 
system. C'ultivation of the lord’s demesne by the serfs was 
an essential feature of the system. 

Two types of unfi’ee tenanis—^the \illcins and llic cottars 
or l)ordars. I’lie ibi'mcr had more land. They did three 
kinds of work—week-work, boon-work, and cartage, and 
made certain customary payments to the lord. I’herc were 
many vexatious restrictions. The cottars worked on the 
lord’s estate only lor one day in the week. 'I’he distinction 
between freemen and bondmen not very clear. Cultivation 
in tlie manor was supervised by the Seneschal, the Bailiff, 







CH. l] 


ENGLAND IN THE MIDDLE AGES 


9 


the Reeve and the Hav^vard. I’lie manor was also a judicial 
unit. 

The three- field system of ndtivalinn :—Each of the three fi(*lds 
into which tlie arable land of the manor was divided raised 
crops for two years and \\as left ihllow for one y(‘ar in thrc'c. 
The fields were cut up into sliots and snlKlis ich'd into strips. 
Each cultivator was allotte*d strips in (‘acli of the three Helds. 
'I’he fields were not in many manors enclosed. In most 
maiK)rs there was a inead(Av ancl a waste which was held in 
common. 'Ehe manorial system promoted order and stabi¬ 
lity. Self-suHicienc\ was pursued in each manor. "Ehe three- 
field system meant much waste of land and time. Improve¬ 
ment wTis impossible. 

The Merchant and the. Craft Cailds :—In the twelfth century 
the towns received from the manorial lord the privile.ue of 
liaving a menhant guild. Its members were a minority in 
the town. In course of time the guild lu'came identical 
wath the goxerning body of the towai. I'lu’ guilds ensured 
fair dealing at customary prices and re^strii ted the trading 
activities of non-members. 'Ehey had also philanthropic func¬ 
tions. With guild rnernbersliip went social standing. 

Craft Gnilds single theory of their origin. Four 
theories: (/') formed by foreigners i//) ibrined by discontented 
workmen (Hi) identical w'ith the merchant guilds in com¬ 
position (in) merchant guilds split uj> into craft guilds to do 
their w’ork effectively. 

I’lie craft guilds fixed prices, woges, the C[uality of pro¬ 
ducts, regulated w'orking conditions and provided for the 
proper training of apprentices. 


CRAET GUILDS AND TRADE I NIDNS 


Craft Guilds 
Only skilled w^orkers. 
Employers and the employees. 
Oontrolled by the governing 
body of the towm. 

U rl )a n orga n i /alions. 

No common centre of autho¬ 
rity for them all. 
Philanthropic functions. 


'Trade Unions 

Both skilled and unskilled. 
Only tlie employed. 

No such control. 

Included members from 
rural areas. 

United under federations. 
Friendly benefits. 
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7Vadc unions do not always work against the public 
interest; nor were craft guilds always devoted to the interest 
of the community. 


Chief Dates 

Thirteenth century—tlie heyday of the merchant guilds. 
Fourteenth century—the heydav ot‘ tlie craft guilds. 



CHAPTER II 


TRANSITION TO THE MODERN AGE 
Section 1. 

THE BREAK-UP OF IJU*: MEDII-VAL ORDER 

Tim i)ec:ay of the manorial system 

The tliree-field system of culti\ ntion lirigcnul in many parts 
of England until the Agrarian Revolnlion of the eighteenth 
century, but the social aspect of the manorial syst_em dis- 
a ppe ar ed in the - and. „ j^iileeTuEL cTTitiifics. Even 

before the fourteenth century there was a considerable decline 
in the villeins’ regular labour services. In th(‘ twelfth century 
a lew serfs commnU!d their services. As the pri ces o f food 
and drink m ounted in the later Middle Ages, some ForeJs 
found it unpro fitable to provide victua ls f(>r the bpoii-^^^ 
and hence agrx^ed to manumission. Cpniinutatu)!! only 
received a rnomentum from the Black Death, w^hicTi between 
1349 and 1360 kilTed about a fifth of the population and 
caused ac ute scarcity o f labo ur. In 1351 the landlord- 
dominated l^irliament passed the S tatute of La bourers, for¬ 
bidding any raising of wages above the level exislmg”before 
the Black Death, but this did not improve matters for the 
manorial lord. The villeins now found that they could get 
a high income if they secured emancipation and pressed fo r 
commuhition. The lords who reliised to concede their 
demands fotind it impossible to keep them on the land. 
Some villeins fled to the towns where, after remaining in 
hiding for a year and a day, they got their freedom in ac¬ 
cordance witli time-hallowed feudal convention. To their 
discomfiture some manorial lords found that the villeins who 
fled their estates were able to secure asylum in the villages 
of other lords. After a few years more and more of them 
began to agree to the c onversion of the serf’s service s 
mt() money . 

Even two decades after the Black Death there were serfs 
in some parts of England who could not secure their freedom. 
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Those malcontents rose in revolt in 1381 (the Peasants* 
Revolt) , but were quelled. The immediate result dr tTle 
rising was to make the position of the serfs more uncomfort¬ 
able, but eventually the fear of another insurrection drove 
many lords to release the villeins from bondage. Moreover, 
towards the close ol'J,he J^lijdclLe. it was becoming in- 
c reasinglv p roiitaEIe to c hange over htHU arable^farming, for 
w hich serf labour was much recpiired, to new types7>niirming 
which could be carried on with far less labour. ~ “ " * 

A tenure that now' came into being from the disintegrating 
manorial system was the stgek-an d-land de^e ^^^steip,. The 
lord let his demesne on lease along with implements, cattle, 
seeds etc., to the richer villeins who came forw'ard to make it 
a going (‘oncern. As the villeins could rely on family aid 
they were not troubled by labour scarcity. 

I’hc most important change of the period was the couyer- 
s ion of some lands into sheep-f a rms . I’his became widespread 
in the si xteenth century in some areas, and an enactment 
declared in 1 j 34 that 'if remedy l>e not Ibund it may turn 
to the utter destruction and dislocation of tliis realm*.’ 
In these parts c ommon lands too were fenced , an act which 
called forth the acid pronouncemerit of Sir Thomas More, 
author of Utopia^ that in England the sheep had the tendenc y 
t o devc^ur me;n . In 1517 a commission recorded wholesale 
exodus from villages, but it must be empliasizcd that con¬ 
temporary accounts had really exaggerated the extent and 
consequences of the movement. Modern research has dis¬ 
closed that only a s mall percentage of the total land in th e 
island was enclosed . Moreover it has also been shown that 
some of the enclosures w'^ere fpr the purpose of bet^r tillage 
and that a number of peasants of moderate ni§Hs were 
themselves responsible for the enclosures. 

The Tudors strove by Acts and Proclamation to arrest the 
conversion of arable land into sheep farms. In 1487 a statu te 
souglit to restrict pasture farming in the Isle of Wight. Two 
years later an enactment prohibited the further conversion 
of arable land to pasture in England. In 1514, during the 
reign of Henry VIII, a proclamation declared that none 
should hold more than one farm, and ordered the restoration 

^ Select Documents on English Economic Historyy edited by A. E. Bland and 
others, p. 2t)5. 
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of village houses that had decayed since the beginning of 
the reign. It was ordained in 1534 that no one should have 
more than 2,000 sheep. Two years later the king was em¬ 
powered tf) take over, until they were restored, half the land 
where peasants’ houses had recently fallen into disrepair. 

could not stem the advance of the en- 




a bated only a century later w hen sheep-farming ceased to 
be profitab le. 

As the Enclosure movement did not alfect such areas as 
Yorkshire, Derliyshire, Lincolnshire, and the group counties 
in the West and the Midlands, there was no appreciable fall 
in corn producti on. But prices were now soaring owing to 
tile I nflux of precious metals I nto the country, and t hose 
e victed from tlie villages joined the crowd of begga rs. The 
violence of some landlords in the areas where enclosures 
were made was one cause of the revolts which blazed up in 
the middle of the Tudor period. 

Sixteenth-century England witnessed t wo other chang es in 
agriculture. One which achieved some measure of success 
was a movement for the consolidation of scattered strip s. 
The other was the adoption in certain parts, amongst them 
the Midland counties, of a system of mixed or convertib le 
husbandry . Under this system there would be r e.u:ular rot a¬ 
tion of grass and corn in each field, the former being grown 
for six or seven years and the latter for the next two or 
three years. 

It is often said that the change in ownership of one-third 
of the land, following the dissolution of the monasteries, 
stimulated enclosure and other tendencies already described, 
for the new secular landlords were not easy-going like their 
clerical predecessors. But this view is not borne out by 
recent research. Even when the monks owned the land the 
actual work of management was done by laymen, and the 
dissolution of the monasteries meant nothing more than the 
continuation of the old management. 


THE DECAY AND DISAPPEARANCE OF THE GUILD SYSTEM 

By the fifteenth century the craft guilds of England pye? 
vented the economic progress of the nation and 
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with tlie expansive economic ten d encies oj* the times . 'Fhcy 
were convulsed by class antagonisms which in the course of 
a few decades proved fatal to their privileged position. 

I’he craft guilds had hitherto only frowned upon town 
traders wlio did not join them. But now, when population 
was increasing rapidly, they beg an to create vari o us bottl e¬ 
n ecks in the wa\' of adm i<tsi on to theu g and succeeded in 
keef)ing out a good st^ction of enterprising men in the towns. 
The small cliques which controllecl these guilds, while pro¬ 
fessing devotion to the public* interest, wanted to keep the 
crabs for their members and their children. The growin g 
r esentment against this policy cjf exclusion led to the forma¬ 
tion o f rival guilds in the suburbs of towns where disgruntled 
craftsmen could carry on their work untrammelled l)y muni¬ 
cipal regulations. 4 his tendenc y, promoted by the burden 
of taxat ion and t he pressure of rates , in some areas proved 
gric;vou.slv injurious to the prosperit\ c T the corporate town s 
and their hide-bound guilds . 

The fi fteenth centur\ sau* a rapid growth of trade and the 
emergence in the towns of* a merchant aristocrac y which 
became a formidable rival to the r ic:her cr absmem . 4lie 
merchants or dealcTs formed s eparate organi/ations ol'which 
the Grocers was the most prominent. When the wealth of 
the pc'ople was enhancc'd by tlie expansion of commerce 
their wants became complex and had to bt‘ satisfied, some¬ 
times l)y merchants living at great distanc es from their places. 
The Livery Companies of tlie fifteenth centur\' carried on 
trade ovc*r a wide area and the municipal regulations could 
no longer stem the rising tide of i nter-municipal commerc e. 
In the course of some decades tlie c :raftsmen bec-ame cieyjenden t 
on the dealers who came to dominate the market. 

While these developments were undermining the influence 
of the guilds bom the outside, the i nternal discord between 
cr aftsmen aad lournevmen did likewise. Before the fifteenth 
century class distinctions were not hard and last in the guilds. 
But from the reign of Richard 11 there developed a pro¬ 
nounced difference between the class of richer master crafts¬ 
men and that of the poorer craftsmen, and as years rolled on 
this became a bitter contest . In some places, even amcjiig 
the richer class, there arose an irimc^st circle which had the 
whip hand in the guild. No lomycr could the journeyme n 
hope to, rise to the sta tux-oL /- raftsmen after a few 
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years of service, C jpne too were the apprentice’s chance s of 
a not-too-lont^-drawn-oiit and pfririptfi iraininf:^an3 his 
p rospect ()1 marrying his“ma ster’s dau g hter . Even in the 
reign of Richard TI disaffection among journeymen became 
so great in some towns that in 1381, when the peasants were 
marauding the countryside, they rose against their masters. 
Later, in some areas, tliey started organizations called ‘ yeo* 
men’s guild s ’ which like tfic trade unions of a later clay, 
fought for a n ifn provernent ol'status among the workers. 

It was the Refc^mation which severelx^ wc^aTTcned"^^ guild s. 
We have said that these institutions w'cre sp(*n3ing a part 
of their funds for religious and philanthropic purposes. 
Inuring the reign of Edward V I a n Act ordered the c onfisca¬ 
t ion o f tha t part of the ^ property of fraternides which was 
applied io arreligious purpose. But tlie line of demarcation 
was not clearly kept in view and the g uilds were robbed o f 
a good part of t he ir wealth . 

guilds ^fc^ survived this blow had only a declining 
(e xistence . In the se venteenth cent ury they r evived to some 
extent , but the craft guilds of the period were greatly restricted 
bv State authority . In 1 83") they were c ompletely stripped 
of the ir pri vileges when the Municipal Corporations Act was 
passed. (5nc:e c:itadels of economic power, they were now 
conspicuous only for their philanthropic or fetive activities 
and the interesting memorials the\' pre^sented of a parochial 
past. 


THE GROWTH OF 'JTIE WOOLLEN INDUSTRY 

By 1 500. the population of England and Wales was about 
t hreo millio n, double that of the island’s inhabitants at the 
time (^f Domeseby. Of these, only about ten per cen t lived 
i n towns of more than 5,000 people—towns which did not 
have a rural aspect. But in the medieval and early modern 
eras ‘ urban^ ’ w as not synonymous with ‘ industrial ,’ Eng¬ 
land’s g reat staple woollen industry , which had grown rapidly 
ever since the reign of Edward III and become in the later 
Middle Ages a great export industry , th e sheet-anchor of 
E nglish agriculture and a powerful threat to Flemish pros¬ 
perity, w^as carried on in the fifteenth and sixteenth centuries 
in large areas of the countryside. Even in the later thirteenth 
century it began to move from the tcjwns of the East to the 
country districts of the West, where water-powe r could be 
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harnessed t o work the fulling mills . This movement had 
i mportant social eil ec ts and is described by one writer as the 
‘ I ndiistrial of th e thirteenth c entury / 

Even beil^e 1400 the makihsTTTcTcynTToFniarketing and 
export was remarkabJ) widespread. Jt became in most areas 
^ h ousehold industr y. By 'I’udor times there were only four 
counties in whiahTroadclotli was not made. 

Tell-tale evidence ol* the phenomenal expansion of English 
industry was furnished by foreigners w'ho before the fifteenth 
century brought Elemish cloth into the island, but now 
thought it worth w^hile to take English cloth, sometimes in 
considerable quantity. In I a50, E nglish native shipp ers were 
found mostly in Bristo l and Yarmouth , but by 1 560 me export 
o f woollen clo th had l)econie so important that English men 
did mo r(.]_ slnpping than foreigners. 

The w ' 0 (T\veaver TTvef(Y^^^ to assail the monopo ly of 
the c raft guilds . Tliey began to s ell to the capitalist cTo tlners 
w'ho, in some parts, became powerful even l)er()re l+HT). 
The i nfluence of tlu^se capitalists grew enormou sly in the 
fo urteenth ce ntury, which has been called by one writer 
‘ the g reat breedin g jieasoi i of* Engl ish caj)ita 1 ism.' 

The ^ovvtli ot woTillen manu l actu ye~a\'ei Ted a great ec ong- 
mic crisisTrPsTxtecnth-century England. Many c ultivat(^r s, 
ci ectecl"Trom tlua*r \-i 11 a.Lrc s b\’ rapacious landlords, were saved 
from starvation or begging by crn ployirKait a s carders, spinners, 
or w eavers. 

Throughout tlie industry’s growth, the G overnmen t was, 
in the main, h elpful to it. By re laxing r estrictions on the 
s i/e of the cloth to be turned out, bv ba nning the nnpoft o t 
woollen cloth and l owering the duty ()ti~ exported cloUn Tt 
a ided the growt h of the wo o] mdiTstry . But It di d not view " 
with favour the emergence o f large w^orks hops. ddie Weaver’ s 
Act of loo f) made it impossible to gather a large numl'cr of 
wwEers iinder one roof', and confined the industry to the 
domestic stage , i.e. to what individual workers and families 
could produce in their own homes. 

As the wool industry developed, it absorbed all English- 
grown wool, and the e xport of raw w^oo l dwandlci l. When 
Flanders,, injured by the influx of English cloth, forbade 
its import, the English hit back by stopping the export of 
wwfl. Flande rs had to climb dowm. In 1496 its t reaty with 
Henry V II, the Magnus Intercurswu lifted the ban. Exposed 
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now to tlie full fury of E ni>lish compet ition and sapped a 
little later l)y the rp|pnt]ps; s religious pcrse culion of the Duke 
of Alba, the f>Teat F lemish industry , once a cause of the 
Hundred Years War, 1 leaded Ibr s peedy disruptio n, leaving 
England tlie und isputed seller of‘ wool l en cloth . 

Section 2. 

MED1E\ AL AND MODERN ECONOMIC 'FHOUGIIT 

The exact relation ol' ideas to ernironinent has been a 
matter ol' dispute among sc holars. Karl Marx thought that 
ideas were always the effects upon men’s minds of their 
economic activities. Others hold that ideas are often partly 
cause and partl\ effect of'particular environmcaits. and there 
are even universal ideas which are independent (»f space and 
time. Whatever may be the genesis and function of eccjnoinic 
ideas, whether they act as cause or effect, the importance of 
their connection with the economic structure of a society 
makes them worthy of study for the economic historian. 

In th<i Middle Ages clai;iS-strLLcuire w as fiir m ore rigid than 
in modern society and c ustom and status were kin g. Each 
man was born into a definite place in the sricial set-up and 
could only ascend the social ladder with great difhculty. 
Those who were born serfs were wedded to tlie soil by the 
inexorable force of age-long practices, d’hey were obliged to 
resign tliemselves to their lot and make the best of it. To 
rise above one’s class was considered igiK)])le ambition. In 
the nrlian areas, thougli in the early Tvliddle Ages class- 
divisions were not water-tight, custom and status remained 
powerful influences. In snch a society economic relationships 
W'ere inextricably intertwined with personal lies and all trans¬ 
actions w(ae divided into neighbourly and nnneighl.K)urly acts. 
A ll-poW'erl'iil religion also produced the same effect. Life on 
earth was regarded as a p reparation for a higher world , and 
e conomics and ethics we nt hand in ha nd^ All transactions 
w^ere judged by their apparent effect upon the soul. Econo¬ 
mics, it was felt, should be the handmaid of religion, not an 
independent arbiter of men’s actions. 

Medieval schoolmen and preachers exalted the dignity o f 
laboiir w'hich, for them, meant only the work of production or 
some form of personal service. They denouncecl the middle¬ 
man , showing him as reaping private gains by exploiting 
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public’ nec(\ssities. Their attempts to rig the market were 
condemned as an outrage on the people and public aulho- 
riti(?s wtrre called upon to adopt all necessary preventive 
measures. 'I’he medieval thinkers considered that pric e 
should be based on the needs of the seller, n ot on the st rer\glh 
of deman d and siippjy. In the words ol' a medieval writer, 
a j ust pric e was ‘ what the seller must charge in order to 
maintain his position, and nourish himself suitably in it, 
by a reasonable estimate of his expenditure and labour,’ 
Sellers should arrive at a reasonable wage for their labour 
and not profit from their transaction. In this way the price 
asked by them would be fair to all consumers except the very 
poor. Medieval writers did not denounce small price- 
fluct\iations caused by natural conditions such as failure of rain, 
wdiich l)rouglit about a scarcity of supply. They only con- 
dernned the artifi cial creation of*scarcity and the c xtortioiTo F 
private jgain where tlu* ’puT)Trc*T^s‘‘lif a disadvantage. 

I’he medieval vi ew of w’age s and rent was in Jine with th e 
n otion o f AJJjts t pric e.’ Laliour should be honest and the 
rew'ard for it siioulcl lie reasonable. Private property was to 
be allow'ed only b(;cause men were w'orse when property w’as 
held in common. The rent charged should be a customary price. 

As money w’as usually borrowed for personal use and tiot 
for promotion of liusiness, the l ending of money for intere st 
was r eprehensib le to the medieval mind. To quote 
R. H. Tawney*: 

‘ It is contrary to nature, for it is to live without labour; 
it is to sell time, which belongs to God for the advantage 
of wricked men; it is to rob those wdio use the money lent, 
and to whom, since they make it profitable, the profits should 
belong; it is unjust in itself, for the benefit of the loan to 
borrower cannot exccred the value of the principal sum lent 
him; it is in defiance of sound juristic principles, for when a 
loan of money is made, the property in the thing lent passes to 
the borrower and why should the creditor demand payment?’ 

Wh en serfdom was abolish ed, the guild regime of pri.\dlepe 
was ended ,l abour became mobi le, raaoey carnc into i ncreas¬ 
ing use , tr ade^ev e lopcd rapid ly, a c lass of wealthy merchant s 
came into existence and cafiTa l came to be used to a growing 
extent for the expansion of business, th ese medieval ideai^ 


^ Religioji and the Rise of Capitalism, p. 
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passed away . Today social structure is difi'crently based. 
Cllass divisions are no longer so rigid nor so widely separated. 
Kach class dovetails almost imperceptibly into the next. 
The growth of a l)ewildering variety of occupations and classes 
has made it impossible to define after the medieval manner a 
man’s needs. When serfdom was abolished and personal 
t ies were separated from economic rekaionships th e moral 
b asis ol ecbiio^^ was luTd^miinc^"^ ea cFi iiimi T()r him self 
a nd tFie TTrin r t^iFe tTTe ’ l>ecaine the econoirnc: 

gospel. 'I’his tendency w^as aided by the increasing use of 
i ripng y and the gipwiyig secula^ of thought. "E’eon^ 
l ilies came to be regarded as w'holjy d istin ct fro nf eth ics and 
largely a matter,of exp ediency. When precious metal began 
to flow' from the New World the old abhorrence of price 
fluctuations decreased. Speculation was no longer frowned 
upon. As money was borrowed for trade and industrial 
development there was less objection to usury. In course of 
time w^ages came to be spoken of as the supply price of labour 
and a phenomenal rise in rents was justified. As capitalist 
influence grew, government wage or price regulation was 
se\'erel)' criticized. The fot'ces of supply and clemand weie 
now’ invested with the halo which medie\'al tliinkers had 
seen in natural laws. Contract was exaluxl and competition 
seen as a guard against inefliciency. 

Such developments meant untold misery to thousands of 
w orkers w ho, in the early stages of capitalism, had no organi¬ 
zation for collective bargaining and for fighting to improve 
working conditions. When all moral considerations were 
disregarded and men were looked upon as mere instruments 
of production, they were sw^eated for long hours amidst 
hideously insanitary surroundings, ill-treated and ill-paid, 
and cast off the moment their productive power began to 
wane. The capitalist system was also the cause of mass 
unemployment, over-production, slump, monopoly and gross 
inequality of property and income. These ini(|uities have 
produced a reaction against the nineteenth century indivi¬ 
dualistic economics. Many economists, especially of the Left, 
speak of a ‘ living w^age,’ and advocate strict control of price, 
speculation and monopoly. Such ideas as the labour tlieory 
of value, the exploitation theory of interest, distribution ac¬ 
cording to needs have become a vital part of modern economic 
thought. But modern economists who speak of ‘ welfare 
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economics ’ do not accept what the medieval writers con¬ 
sidered the basis lor similar ideas. They are unfavourable 
to class distinctions and think that a man’s needs should 
not be determined by considerations of status, but by the 
criterion of a comlbrtable life. Some f)f them subscribe to 
the ideal of ‘ ecjuality within limits/ though not absolute 
equality. 

At the present day there are few economists W'ho want the 
State to adopt an attitude of Olympian detacdiment towards 
the economic life of its people. The differences among 
economists are mainly about tlie nature, extent and means 
of State activity in economic matters. Many economists want 
the State to control the ecoiKunic life ol the nation to a high 
degree, doing much more than what the medieval guilds did, 
wdtile others go farther and urge complete government owner¬ 
ship of the means of production. The meclieval view tliat the 
justification for private property is relative, not absolute, is 
now widely held, though the medieval idea that men become 
worse w^hen property is held in common than when private 
ownership is allowed is lioth' debated. 

Summary 

Section 1« 

The Break-up of the Alaaorial System: —dhe social aspect of 
the manorial system disappeared in the fifteenth and sixteenth 
centuries. Commutation of villeins’ services WTts quickened 
by the Black Deatli. As it caused great labour scarcity, 
wages rose and villeins w'anted to become free labourers. The 
lords found it impossible to keep them f)n their estates and 
had to agree to emancipation. 

The manorial lords now^ turned to new methods of farming, 
'fhey let land on lease along wnth stock, or converted it into 
sheep farms as the price of wool wtis rising. The extent of 
sheep-farming has been exaggerated. Enclosures were wit¬ 
nessed only in some parts of the country. The Tudors tried 
to check them by Acts and Proclamations, but failed. 

In the sixteenth century there w'as a movement for con¬ 
solidation of lif'ldings and mixed husbandry w'hicli meant 
rotation of corn and grass. 

The Decay and Disappearance of the Guild System: —As the craft 
guilds kept out a large number of townsmen in the fifteenth 
century, rival guilds were formed outside the towns. 
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The growth of trade led to the emergence of a powerful 
merchant class upon whom the guildsmen came to depend. 

The guilds were also weakened by internal class antago¬ 
nisms. 

Much guild propertx’ was: ('onfiscated for religious reasons 
in the time of Edward \'I and after that they ceased to be 
important. 

The Grtuvlh of ihc W'oollen Indusiry: —TI\e woollen industry 
moved in the thirteenth century from llie towns of the East 
to the country districts ol' the AV(‘st where water-power was 
available to work the fulling mills. It became a widespread 
industry. 

It became free from the control of the guilds and in many 
areas production w’as carried on by a capitalist clothier. 

'I'he Cjovernrnent was on the whole helpful to its grcnvth, 
but prevented the rise of woollen factories. 

After the time of Henry VTl the Flemish woollen industry 
declined, partly because of English competition and partly 
because of'religious persecution, and the English industry was 
without a rival. 

Section 2. 

Medieval and Modern Economic lliou^ht: — In medieval 
society custom and status ruled men’s minds and ec onomic 
relationships could not be disentangled from personal ties. 
Because of this and the influence of j’eligion, economics was 
regarded as subordinate to ethics. 

The medieval thinkers w'^anted prices and w^ages to be just, 
i.e. they should be w^hat wx>uld enable their sellers to keep 
thennselves in their stations. They condemned profit above 
this and interest. 

In modern times economic tics were separated from per¬ 
sonal connections and the notion of just price and wage w-as 
given up. Competition came to be praised and economics 
regarded as a matter of expediency. 

At the present day thinkers of the Left advocate ideas 
w^hich are similar to the medieval economic beliefs. They 
condemn interest and excessive profit, and w^ant strict price 
control and a living w age for the worker. But many of them 
oppose class distinction. 
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Modern economists difi'er as to the extent of State activity 
in the economic domain. 

Chief Dates 

1349—Black Death first attacks England. 

1351—The Statute of' Labourers. 

1381—The Peasants’ Revolt. 

1496 —Tlic Magnus Inlercursiis. 

1555—The Weavers’ Act. 

Some Leading Da i es in Contemporary Poi.i itcal 
History 

1327-1377- Edward ML 

1337 —Beginning; oftlie Hundred Years War. 

1377-1399—Richard H. 

1399-1413—Hcnrv TV. 

1413-1422 -Henrv V. 

1422-1461—Henry VI. 

1453 -Close of the Hundred Years’ War. 

1461-1483-- Edward IV. 

1483-1485-Edward V and Richard HI. 

1485- 509—Hcnrv YIL 
1509- 547 Henry VIII. 

1529- 536 -Phe Reformation Parliament. 

1536- 539—The suppression of the greater monasteries. 
1547- 553—Edward VI. 

1553- 558—Mary. 



CHAPI KR III 


THE AGE OF MERCANTILISM 
Section 1. 


THE MERGAX riLE SYSTEM 

ORIGIN AND METHODS Ol* MERCANTILISM 

The term ‘ Mercantilism ’ is used t o deno te collectively a 
number of political and er r^nomic measure s a dopted by th e 
E nglish Government irorn the fourteenth to the nine teenth 
r ctilnriex whirh^ ar^rdinp to some writers, were all "tTic 
result of a definite aim , viz., the actiievinij ^ of nation al econo¬ 
mic scir-siiffudenry and th e en ha ncing thereby of national 
wealth and power , I’hese writers declare that the broaH 
ideal of national power was consciously pursued, but the 
methods iidopted to realize it varied from time to time 
through changes in circumstances, the lessons of particular 
experiments, and the writings of theoreticians. Other writers 
have held that the various measures were not the ramifications 
of a clear-cut policy, but only expedients devised from time 
to time to tackle specific problems. The ideal of national 
power might not always have remained before the minds of 
the English statesmen of the ‘ Mercantilist Age ’ with the 
same degree of vividness, but ‘ Mercantilism ’ was the pro¬ 
duct of a developing nationalist spirit and many of the 
measures labelled ‘ Mercantilist ’ were in the nature of fur¬ 
thering the interests of England at the expense of foreign 
countries. Broadly speaking, the mercantilist measures fal l 
i nto four groups :—those adopted for developing agrlcultu^ , 
for p romotion of industry , for i ncreasing shippin g and for 
the a ccumulation of we^h . 

Lord Bacon remarked that ‘ Henry VI1 bowed the ancient 
policy of the realm ii orn considerations of pltmty to considera¬ 
tions of power.’ But the first eflbrts towards mercantilism 
could be traced back to the criticisms of Edward Ill’s ‘ policy 
of plenty ’ by the Good Parliament of 1376, and the enact- 
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inents in the reign of Richard II. English nationalist spirit 
was then at a higii pitch I'ollovving the Hundred Years War, 
and was snlmierging the municipal spii it ol'the previous era. 
The germs of the new policy were to be found in such 
iilteenth-century ^v"orks as the Dehale of the Heralds by C'harles, 
Duke of Orleans, Sir John Eorlescue’s Commodities of Efii^land, 
and The LiheUe of English Polycye. But in that century 
tht‘ policy was large ly' jiegat ive; most t)f the measures adopted 
were restrictivt'. It was only in the 'rudor period that a 
co nstnictixx" approac h y\as made by the Governm(*nt. Poli¬ 
tical conditions such as the e mergence of nat i on state s and 
their k(XMi rivalri es, the discewery ot AmerR'ia and tlTe fight 
for i ts fa bnk)ns \yeal d i. now helped to resHape tlie earlier 
policy. But most of all it was the rising influence of the 
London merchants tliat caused the change. 

The expression ' policy of power ’ as opposexl to ‘ ]>olicy of 
plenty ’ is misleading. The two policies had much in com¬ 
mon. Pl enty ‘is an element of powgt ■ Whereas the mer¬ 
cantilists sought plenty without the aid of foreign countries, 
Edward III desire^ it whether or not English economy, by 
itself, could ensure it. The first method of achieving plenty 
increased national power while the second created an obstacle. 

THE DEVELOPMENT OF AGRICULTURE 

‘ It was the object of the Mercantile System,’ wrote 
Adam Smith, ' to promote the welfare of the country by 
encouraging trades and manufactures rather than by the 
improvement and cultivation of land, l)y the encouragement 
of the industry of the town, rather than that of the country.’ 
This is true only of Continental mercantilism. Adam Smith 
failed to distinguish the s alient feature (jf the Englisli sy stem, 
which was the balance between agriculture and indu stry h 
I’he mercantilists sawTii tTfc pr/>sperit\' of the countryside 
a sure means of ensuring for tlie land a l arge and vigoro us 
populatio n. And as the Imsbandman was the backbcjne o f 
t he army the mercantilist showed a great interest in village 
life. Eurthcrniore, since no nation which depended on the 
import of food could be safe in a. time ol' war, the develop¬ 
ment of agriculture was a ke ystone in jhe policy of powde r. 


Lipson, A Planned Economy vs. Free Enterprise. 
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A series of Corn Law s was one of the methods adopted to 
encourag e af^rfenltnrp , Edward’s policy of n ot allowing th e 
e xport of cor n was rt'versed by Richard J1 to secure a larger 
mjirket for Eaiglish corn-growc^'s. The fifteenth century saw 
two important corn laws- one in 1436 which all owed exp ort^ 
when the price dropped to bs. hd. a quarter, and another iif 
1463 which fo rbade i nipC)rUitiqnj:)f corn when the price fell 
)k*1ow 6s. od. a quarter, 'rhis in;ia\ which the (Government 
tried to stabilize, was sufhciently high to fetch the farmer a 
handsome j^irofit. It was decreecrin 1534 that corn coiiTd 
not be Trnportecr without the king’s sanction, but tliis could 
easily be o])tained. In the se venteen th ceuturv the price - 
at which imp^aiL were permitted were 

frequently chai^^^^ Occasionally, there was an embargo 
on foreign corn. When in 1689, by the C’orn Bounty Act, 
the landlord-ridden Parliament assured a i> otm iy cf 5s. on 
every cpnarlcr^of iti t ^^^rse the price A\’ent under 

48s. a quarter, a ncvskLOia of pr()spcrity dawned for the fanner. 

pt’Gtectjye, J^qlicN’ was carried Iq aii f‘xU'eme iii 1815 
when import was prohiluted nritil domestic price was at least 
80s, a (uiarter —a rnlhless class measun* which caused grave 
pu 1)1 ic distilrbanee and trouble in the rural areas. 

Th(! stimulus which these measures gave to tillage made 
England, during most years i n the Mer caoti.lisL^\gc, aJniQSi 
s elf-sufiicient in respect of fbQjd... product iQn. A grea t rise in 
rgnts of land was a result of this pc^licy—a development that 
was justified on the ground that the hulk of the ( Govei iiment’s 
revenue was dravv^n from the pockets of the landed men. 

Anotlier way in which the (4ov’ernmenl tried to j^romole 
corn growing was by Acts and P rocl amatioiis,_aLga iiisL en¬ 
closures f or sheep-farming. We have already noted that 
these wTre not effective as tlic men wlu; were rec|uired to 
enforce them were themselves interested in making them a 
dead letter. 


niE PROMOTION OF INDITSTRY 

The promotion of industry was done in a variety of ways:— 
by re gulation of foreign trad e, by control of immigration, 
by sumptuary laws, by de termination of TtmuIaTffThi^a 
ments and standard qualities, by creation of monopolie s and 
the re gulation of labour condition s. 
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w elcomed tlie importation of cer tain raw materia ls, especially 
from the English plantations in America. In 1455 the import 
of silk was stopped, and in 1465 a large variety of finished 
goods was excluded. 'Ehc e xport of finish eej products was 
encourag (^d and the export of raw material was restricted.^ 
For example, early in the eighteenth century a bounty was 
given on the export of silk goods. Queen Elizabeth I'orbade 
the export of slieep and lambs U) ensure a sufficient quantity 
of raw material lor the growing woollen industry. 

The mercantilist watched the economic activities of 
fflE^^igners, w elcomin g and p^Uroju/ing ihose who introduced 
new crafts or proincHed . the gT()vvth of existing industries. 
Entry was restrict(*d of tliose who desired to engage in rcfail 
trade and draw away the wealth of the nation. 

The consu mption of foreign goods was denounced and that 

of English goods was somHTmeTpTescnrK^^^^^^.Striking illustra' 

tions of this policy are Queen Elizabeth’s order that English¬ 
men should wear only English caps; Charles ITs ordinance 
that tlie English should bury their dead in English woollen 
shrouds; and the infliction in the eighteenth century of heavy 
penalties for using Chinese silk, Indian calicoes, or French 
cambric. 

The Covernment tried to st andardize q uality and mcasure- 

rrifiat for a number of commodities. l^dsF aj^^ .was 

centred on woollen cloth, for w^hich the length, breadth, and 
weight were specified. 'I’herc were rules for th e use of 

woollens, w'hen these regitla- 
tions li inder eci in dustrial exp ansion, the Government did not 
hesitatt; to r 3S?Hic fe stflc tions.* 

The c ontrol of indust ry was sometimes vested in a n indi -- 
vidual of a groTip^ltctTtiir in a co rporate capacity. It was 
thought that this would give pnvate individuals a strong 
incentive to develop in England certain manufactures which 
she lacked. The metliod became highly unpopular as the 
monopolists forced prices far above the reasonable level. 
The^ironical question w^ put in the Elizabethan Parliament 
‘ Is bread in the list of monopolies? ’ to be answered sourly 
by a memlier, ‘ It will soon be there.’ 

Lastly, the regulation of w^orking conditio ns. It was during 
Elizabeth’s reign that the most important measure bearing 
on labour conditions, the fir st true labour la w of England—a 
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piece of legislation sometimes described as the corner-stone 
o f the mercantile syste m—was passed. Unlike previous en¬ 
actments which had fixed only the maximum wage that 
should be given and did not safeguard the labourer from the 
peril of employment at a heart-breaking low wage, the 
St atute of Arti ficers or Apprentices of 1.5G3 empowered 
Justices of tlie Peace toTTx minimiim wages lor the w^orkers 
in the different trades. 'Fhough not pemaps very rigidly 
enforced in all trades, the minimum wage clause in the Act 
was for decades a boon to many ^y_orkers. The suffering 
wliich followed when the Act became a dead letter in the 
latter part of the seventeenth century, and the desire of the 
workers lor its enforcement, Ixjre testimony to its usefulness. 
Another aim of tlie Statute was the ensimng;^oLlluli..e4l^ 
ment .* It ordained that all able-bodied landless men between 
twT*h’e and sixty who had no work sliould, at the bidding of 
employcTS, lake up wxirk in the fields; that all artificers should 
do harvest w'ork wdien called upon by two justices or by the 
municipal authority; and that for ensuring continuity of 
employment the workers should be retained for at least a 
year, luirthermore, the Statute t ried to resuscitate th e de- 
c ^ing craft guild s by entrusting them with the task of carrying 
out tne erirohnent of apprenticp, providing for a sewn year 
c ourse fbr"tFem,'and“msrstrhg bn work of good (|uality from 
the craftsmen. It was a striking example of the Elizabethan 
spirit of compromise and of rcconciliatiun of opposing in teres ts._ 
if it helped workers by Bxing a minimum w^age, it also favo\ired 
the higher strata of society by d enying acc ess,.-to,liigJieiVQC^ 
pations to men of inferior s oci al status. Only persons having 
lands worth ^{^10 a year or chattels worth /^40 might ap¬ 
prentice their sons to merchants. The frecliolders of corpo¬ 
rate towns were treated more favourably than those of the 
market towns. 

At a time when arable farming was in some areas declining 
and in Sir Thomas More’s words, ‘ sheep had the tendency 
to devour men,’ the Statute of Artifice rs sti mulated tillage , 
and i nfused new life into the corporate towns which, through 
the declhie of the craft guilds, w'ere experiencing hard times. 

THE FOSTERING OF SHIPPING 

An elaborate co de of navigation law s was built up in the 
Mercantilist Age to ruin the carrying trade of England’s for- 
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midable rival, Holland, and t o expand the merca ntile marine. 
'I’he code was part of the Old Colonial Systena"under \vTucli 
ecoriotnic activity in the colonics was regulated in the interest 
oi” tiie inotiier country. A cardinal ainj. of the mercantilists 
was t o jTin ass a oj\ hill lion. It was hoped that, 

indirecth'. the navigation law^s would contribute towards the 
attainment of’ this ofjjecn 

The hi st of the Navigation Acts, passed in 1 381 , p roliibite d 
the us(' of I brcign s[ iiy>s by English men, but soon becoming 
inoperative for lack of sufficient Englisli ships, liad to lie 
renewed in 1163. During the reign of Henry VII English¬ 
men bringing wine from (hiscony were compelled to use 
English ships. A similar injunction was in force under 
Elizabetli. Not until ( )li ver (irorm \ell was the hrstJrnpoiLaut 
Njavig atioii, A cL. passed, when 1 )iitrh st-a-luame^ c 
whicli had been steadily growing in the seventeenth century, 

. By providing thaI 

goods imported from Europe should come eiiher 
shjps or tlie _sjnps of their countries of origin, the Act o f Ifjf ) 1 
turned a blow at IXitcTi prosperity. growiTi 

of the Dutch entrepot trade, the Act stipuhited that the goods 
should lie T)f(Tui^r~^h some exceptions, directly from the 
usual ports of shipping. Imports from Asia, Africa and 
America might only be carried in English ships or the ships 
of the Englisli colonies. An efleclive way of stifling tlie 
expansion of foreign shipping was by r estricting the fish trad e, 
and here the Act permitted only Phiglish ships _t o import 
oiL and cod, while another clause r ese rved the 
(’oasling txade^ m^^ sl^s. ... 

A serious ioop-iiole in tlie wording of the Act, exploited 
by the English merchants, was its definition of an English 
ship, i’his was rectified by the Act of 1660 which declared 
that llie master, owner, and three-fourths of the crew of an 
English ship must be Englishmen. Colonial trade was also 
brought wiiliin its scope. C olonial produc ts were grouped 
into ' e numerate d ’ and ‘ non-enumeraU^ ?^ and it was laid 
down that the ixi mier should be sent only to Engla nd. I’hc 
same classification was extended to European gXMxls. ‘ Enu - 
incralec l ' Ij^uropean goods had to be carried to England (jpTy 
in En^r^rship s. There were strict regulations on the import 
(STfish and fish oil. 

By this time the code was sufficiently effective against the 
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I3utch. After 1660 that part of it which applied to the 
coloiiies was elaborated. En.t^isji^ colo nies were required 
in 1 664 to receive a ll com modities only through Brimin; in 
1673 inter-colonial trade was subjecteci to cluty; and shortly 
after, Cfreirvill cPvvTto^^ read the American despal( lies which 
none of his predec:essors ever did,’ ordered a more rigid 
application of the laws on colonial commerce. 

In discussing the elfecls ol‘ the Navigation Ac ts ^\e enter 
into one of the most hotly debated cjuestions of' English 
economic history. Not all the criticisms of the Acts are 
equally valid. The critics maintain that in the three decades 
after 1660 the tonnage in some European countries doubled, 
though those nations did not adopt any such shipping regula¬ 
tions, But they are on surer ground when they show- tiiat 
the expansion of English shipping w'as due to factors other 
than the Navigation Ac t or that these Acts hindered a greater 
growth of'the mercantile marine. The cessation of the Civil 
War i ll Ei ygland m ay have been a. rea sem ibr thertiTCTPasC' 1 n 
l ^ngH sh shipping, but that does not rule out thaT the "Naviga¬ 
tion Acts may have stimulated its growth. It is impossible 
to determine the exact part played by the Acts in the develop¬ 
ment of Englancrs shipping, w'hich was striking in the later 
scwenteentli and the eighteenth centuries. 

So far as Holland is concerned the view' is advanced that 
Dutcli shipping declined in the later seventeenth century, 
not because of the Navigation Acts, but because, much of 
Europe now being at peace, Hc^llancl had to face keen com¬ 
petition. Dutch trade in the Baltic actually increased be¬ 
cause of the English Navigation Acts. I’he ])utch evaded to 
some extent the English shipping regulations Ijy importing 
raw materials and re-exporting them in a finished state. It 
is doubtful, therefore, if English rivalry greatly contributed 
to the decline of the Dutch carrying trade. 

Critics c(3ntend that the Navigati(jn Acts hindered to some 
extent the realization of the mercantilist aim of industrial 
development and goaded the colonies to revolt against the 
mother country. I n two wa\^ the af fected Eimlish 

indus try unfavourably . FirstTEiiglish with the Rgltic 

decTmed as~fliere were not sufficient suitable ships. Second, 
freSuTj^re forced up because of the monopoly given to 
the Engiisir'StnppThg ^companies. This increased the cost of 
raw material used in industry and affected the price of the 
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finished product, which, in turn, prevented an extension of 
the market for English goods. 

As to the efl'ects of the Acts on the colonies, they un¬ 
doubtedly engendered discontent in America, but it is debat¬ 
able wliellier this was the cause oTTIi^breaking away of the 
settlements. 

Besides the Navigation Acts, there were other attempts 
during the mercantilist era to promote P^nglish shipping. 
He nry \"IJ encou ratred t h e bui ldin g o f mer chant ships, and 
Henry \'11I repaired some decayin g ports and Toijj^ 
ThaTm's. TTc) provide shTp-buiiders with an adequate supply 
ciTrnaterials, Eliz a beth ordered hemp and fla x to lie grown 
and the planting of oa^. 'I'he fishing trade was also assisted 
by an AH~\\diich compelled Englishmen to eat fish on the 
old fast-days. 


THE AGCUMULAtTON OK BULLION 

By smne of’ the measures already mentioned England 
amassed much Inillion. I’he accumulalion of* tr(!asure was 
advocated TiT’iric‘''rnercantilists, not because they confused 
weahh with money, as is .sometimes asserted, but because 
money was allied to military strength and, in those days of 
poor ( onimunications, a ready supply of’it greatly facilitated 
the smooth functioning of the economic system. Idpsoii 
points out lhat while the statute-book contained many en¬ 
actments about agriculture, industry, and shipping, there 
was only one law of importance relating to treasure. ‘ The 
accumulation of treasure,’ he ob.serves, ‘ w-as not one of the 
fundamentals of mercantilism^’ 

In the Mercantilist Age, the G overnmen t at first directly 
i nterfered with the flow of bullion. RicharB""TT baiined^ the 
export of gold or silver. InTKe fifteenth century exporting- 
coin was declared a felony, and foreigners were required to 
furnish security that they would not send bullion out of 
England. Later, the mercantilists inveighed against the East 
India C'ornpany for withdrawing from the country large 
quantities of bullion to carry on trade with the Far East. 

There were two school s of thought about the method of 
amassing ric}ie.s— the bullionists and the men antilists. The 
former wanted direct control of the flow of bullion, while the 


at., p. 50. 
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latter criticised it and advocated the regulation of the course 
of trade. In the controversy which followed, the bullionists 
were worsted. The export of foreign coin and bullion was 
legalized in 1663. Regarding the balance of trade as the 
true index of national prosperity, tlie Government thereafter 
t ried to secin e a surj)lus of exports over imports a favo umblc 
balance of trade. 

I^iicfr^f roil ecus thinking underlay this drive for a favour¬ 
able balance of trade. 'Vhe policy could be continued only 
because other nations too did not adopt it. 11’all countries 
had wanted to export more than they imported international 
trade would Iiave ceased. 'Fhe mercantilists see med to have 
overlooked the fact that in their day, when precious linetal 
was iisiTcTas currency, the flow of liullion ..covtld HOt for^^^a 
lime,conlmue,Jn.Qng^d An increase in the cpiantity^ 

of bullion entering the country reduced the value and forced 
up prices, w'ith the result that there was less demand from 
abroad for English goods. 

GENERAL CRITICISM OF MERCANTILISM 

We have already pointed out the defects in particular 
aspects of the mercantile policy. Mercantilism, as a whole, 
has been criticised for adopting conflicting measures. To 
their credit, the mercantilists triecl to ad just th e issues between 
the conflicting mte^stj^ oX.Aigricullure.a^ and in 

this Oiey' wefe mostly successful. But they fai led to devd ap 

Con¬ 
tent to adopt from time to time measures ibr developing 
particular aspects of the nation’s economy, the mercantilists 
did not sufficiently consider the economic position as a whole. 
Mercantilism has been described as Britain’s firsJ:_planned 
economy , but it was really only an approach to the problem; 
a lesson on the need for coherence in planning for a country’s 
econc^mic advancement. The Navigation Acts which the 
mercantilists designed to develop shipping, were unfavourable 
to English industry and even commerce. I'he ideal of a 
favourable balance of trade was sometimes in opposition to 
industrial development. More serious still was the sinister 
effect of the clash of sectional and national interests. By the 
encouraging of certain lines of production through the grant 
of monopolies, the consumer often suffered. The eighteenth 
century witnessed the outcome when mercantilism no longer 
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favoured a broad national policy but supported vested 
interests which rated their own survival above national 
advancement. 

If present-day (ontrol is sometimes accused of bureaucracy 
and red tape, the mercantilist system of control is denounced 
ibr lack of administration owing to an inadequate Civil 
Service; Sta te contr ol was often undermined by. the corriip- 
tiQIlpf dio^ \yh() inacic the. laws and tliose wlio carried .theiu. 
out^. R cgul atious sometimes Ijecame a hir.drance .tq^pi'ogress, 

I’he defects in mercantilist policy were, to some extent, 
similar to those inheieiit in the economic policy of Nazi 
Germany viz., the policy ol'national economic seH'-sirHiciency. 
Here was a polit y of building up a nation’s prosperity at the 
expense of other countries. Moral considerations ajjart, such 
a policy could only lead to retaliation and great economic 
dilliculiies for the whole world. Tt required the adoption of 
an inif)erialist policy, which brought Ibrth l)itt.er rruils l)Oth 
for Britain and her colonics. 

THE COLONIAL POLICY OF ilRITAIN IN J’lIE MERCANl’ILlSr 
AGE- “the old colonial POLICY” 

The mercantilist regarded the colonies as a means for 
material a dvancement. The c olonies w^ere to supply TITc 
raw jnatcr]als"essential to Britain's industries and receive the 
fiiiLslied commodities the\' needed from the mother country. 
They were discouraged from turning out even those articles 
which did not compete with British manulacture. Ciertain 
vital raw^ materials such as sugar, cottf)ii-WTK)l, hemp, flax, 
wTrre classed as ‘ eiiiuneiatpd ,’ and it was laid down that they 
should be exported onK’ to the mother country. To stimulate 
colonial production England granted preferential tarifis in 
her market; and in certain lines of production she took steps 
to prevent Englishmen from competing wath the colonial pro¬ 
ducers. For example, English tobacco growers w^ere forced 
to give up growing tobacco. Year after year, troops were 
ordered to trample dow n the young tobacco plants. English 
fishermen were forljidden to fish in New England waters. 

The settlement s were c ompelled to receiv e thci £ man u¬ 
factures eith e r from Britain or via Britain. TTTew gro\wig 
colonial industries such as the cloth industry and nail-making, 
W'ere ruthlessly suppressed although some of the manufactures 
wdiich the plantations w^ere required to import from the 
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mother country could have been made by them at a much 
lower cost. 

The c()mmcrcc of the colonies was regulated mainly under 
t he Navigation A cts. In the time of W^pole, whoTntSsIGed 
the evils ol' the Old Colonial System, the Molasses Act was 
passed (1733) for preventing the Colonies from getting the 
cheap and fine sugar products of the French West Indies. 
The Act provoked great resiMitment in America and was per¬ 
sistently infringed. 'I’lie tightening up of control measures for its 
proper enforcement increased a nti-Bri tish feeling in America. 

'File C jlcl Colon ial byjUem originatedHi n lFi c innif I, 

but assumed inij>fj>rtaii ce“ o nly a fter th e reign of CfliaiTes 
Cliarles ll’s reign was in a number of respects a turning- 
poilit i 11 Jjriui^.tp„Tier.. colonics. Ck)lonies now 
ceased to l)e valued mainly for themselves and were considered 
more from a commerc:ial standpoint and as a source of raw 
materials. Spain, weakened l)y a series of naval defeats, 
was no longer a rival to Britain who now had to reckon with 
Holland, ‘ the carrier of the world,’ and the growing power 
of France. Flic re ign of C3iarles IJ saw the tramitu 
p riv a te to national enterprise in colo nial expajision. 

In the Mercantilist Ag(% the American colonies w’cre 
regarded as t wo distinct group s:—the \V^t Indjes and 
soiitliern plantations, mainly val uab le for their tropical pro¬ 
ducts; and the no rtlieni c olonie s, wiiicii were useiiil TargH 

lor the e xpans icHi (T tht^BntlsIi race and as a.irunket for 

British products. PrTHe of place often went to the T\'est 
Fndies, wlilcliTltesides supplvine raw mate ria ls, served as a 
vit al bjyse for carrying on the highly lucrative 4^ve-trade 
with Spanish America. For example, at the close of tITe 
Seven Years War many Englishmen prefernxl the small 
island of Guadeloupe to the vastness of Canada. Certain 
restrictions were introduced in the eighteentli century on the 
commerce of the northern c olonies to promote the interests 
of the West Indies. 'Fhe Old Colonial Policy, like mercan¬ 
tilism, thus involved the adoption of irreconcilable measures. 

The colonies desired a close connection with the mother 
country, even if it entailed some material disadvantages, so 
long as the peril of a French invasion remained. With the 
defeat of France in the Seven Years W"ar this danger had 
melted away, and the colonists grew more and more to 
abominate the trade regulations; their relations w'ith England 
3 
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became strained when in ]76v^ GrenviJMs Stamp Ac t com- 
pelJed them tc.i affix stamps to legal doenments. The estrange- 
ment i ncreased i n the time of Lord Townshend and ciilmi- 
nated in 1783 In the War of Ameri can Indepe ndenc e in 
which the colonies cast off the British yoke. 

4 he Old Ck)lonial System is dec lared by some writers to 
have been far from one-sided because the colonies were given 
some concessions such as tarifl' preferences for their raw 
materials in the Britisli market. But wlicm it is remembered 
that the reason lor these concessions was to prevent the 
colonies horn developing their own industries such a view is 
difficult to appreciate. Had the colojhes been allowed to 
develop their industries lluw might have rivalled Britain in 
world trade e\en in tlie early nineteenth century. 

Another defence of the system is that it was not one of the 
causes of the \Var of American Independence. It is said 
that the war was caused by the economic strength and not the 
grievajices of the colonies. ‘ riie lines of cleavage* in the 
colonial possessions,' says Cunningham, ‘ had no perceptible 
connection with the areas which wtae exposed to tlie pressure 
oi’ grievances under the British system. The sugar and 
tobacco plantations whicli had received very similar c:are 
took opposite sides; so too did Canada and New’ England, 
^vhich had developed under similar economic conditions.’ 
I’he war was, of course, precipitated In' a number of develop¬ 
ments wdiich cannot be described as economic; but it is 
difficult to deny that these developments \vere to some extent 
brought about by the economic regulations; thus, at hxist in 
an indirect w^ay, the Old Colonial System brought on the 
collision. 

When we compare the Old Colonial System wdtli the iron 
grip of Spain and Portugal over their possessions across the 
Atlantic in that age. w'e arc tempted to say that it W'as not 
so ])ad after all. Spain built her prchspeiity by squeezing 
her colonics while England promoted her welfare only by 
cramping her settlements. 

Section 2. 

A GREAT REIGX 

Queen Elizabeth’s reign (1558-1603), was a period of 
tremendous political excitement and astonishing efflorescence 
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of literature. By thf* audacity of her seamen England be¬ 
came one of the leading European powers and had visions 
of an empire })eyond the seas. The reign is also memorable 
for a series of* reforms which provided in a scientific wa\ , 
remarkable in that age, s olutions jto such difficult problems 
currency a nd inHatibn . uneinploymcn t and desti- 
tutimi l n was now that m ercantilism^ which had remaineS 
a series of' opportunist expedients, assumed a more definit e 
form which it retained in many subsequent decades. The 
period is also marked by the expansion of' English commerce 
and the outburst of' maritime adventure wliich opened out 
bright prospects for the English traders. England’s industries 
wen* now greatly bhissed l)y the ii nrni.uration of hiuhly skilled 
foreign artisans , the victims of religious perse c utio n. Capital 
v^isiiow’ becoming a very important factor in business, and 
trading companies were springing up which were to make the 
island supreme in world trade. 

\Vc have already considered that great piece of legislation, 
the Statute of Artificers, the first real labour law of the 
country, 'fwo other important enactments of the reign w'ere 
the l aw relating to _cQiiiage passed in 15()0, and tiie Poor Law' 
of 1597, confirmed in 1601. Both Henry VIII and Edward 
\’I d ebased the ctoinag e. As a result, prices were rising 
rapidly and the evils attending inflation outw'eighed the 
benefit which the woollen industry w^as now deriving from a 
slumping exchange. A rough cost of living index shows that 
from 127 in 1491-1500, the index rose to"464 in 1551-1560 
i.e. prices rose four times. 4’he efforts of the Government to 
keep down the price of woollen cloth caused much ‘ black- 
marketcering.’ No half-hearted remedy sufficed, so in 1560 
Elizabeth took the drastic step of calling in the entire coinage, 
giving in leturn coins of* standard purity and weight—an 
operation made easy by the i nflux of siK ^er. This made the 
Treasury a profit of 14,000. Because of the quantity of 
siher coming into the country the s harp rise in prices cou ld 
n ot be halte d, but the c urrency stabilization gave an imp^u s 
to trade and industry b\^iving new confidenc e to the trading 
class. Aluch of the credit for the success of this measure 
should go to Sir Thomas Gresham who stated the principle 
that bad money drove out the good and urged the necessity 
for calling in all the debased money before recoinage. 

The rocketing prices were only one cause of economic 
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unrest in riulor England, economic, and religious 

change's brought s crif)us u nemplovnien l aiiH growuig^po vert v. 
J’he St atute (>!' laverv^jui d Maintcnanci '. passed m 1487 , 
forbidding ihe^ Eee7)Tng o(‘ private armies of liveried men, 
th rew numbeis of people out of' jyvork. Distress was ag- 
grawUed by the* eiie 1 osuixrs leif siu'ep-Tm’ininir and the c losing 
of the mona slc! ies. some of which, though badly administered, 
had helped the poor. Elizabeth's predecessors made mis¬ 
takes. lnst(‘ad of organizing insliliitions for jjoor-relief, suc- 
(cssixe governments m et the growing menace by ha rsh 
<* orrec:tiv(^ meas ures. Statutes passed in lool and" T536 
prescribed Hogging and even death to the able-bodied who 
ventured to l)eg. This ferocity was further increase d by an 
Act of 1347 under which x agrants could be b rande d, eu;- 
s lavecL cr put to death. When the systematic infliction of 
pain faileiltc) solve the problem English towns Ix'gan to 
work out solutions which the (ioverniTK'Ut was loath to think 
of. Even in 1 347 London resorted to coinpulsory assess ¬ 
ments to maintain the p oor. Wit Inn a few years worE - 
h ouses for beggar s willing to work, and ho uses of correction 
for those who wriuld not, were springing up in a nurnlier of 
places. Approved by the best brains of' (he age, t he princ i¬ 
pl es of' tlu'se local expe rime nts were ^applied to the entire 
nation by the Elizabethan Pexir T7aws o f 1397 and 1601, which 
embodied a number of Acts passed in the reign. 4’hrough 
these laws the a gcul and helplc!ss were to b(‘ given outdoor 
relief , the l ieggars were to be set to work in _ workhous^ , 
and the pauper s, u nwalling to work, were to be sent t o house s 
of correctio n, A poor-rate was to be levied i n each paris h. 
( .hildren of paupers were to be taken away from their parents 
and app renticed to some craf t. 

An enquiry made in 1630 showed that the new system 
was working properly in all parts of the island except certain 
places in the north and the north-wc'st and certain parts of 
Wales. There is no better testimony as to the soundness of 
this system than w'hen it is set against sevtnUc^enth and 
eighteenth century methods of dealing with poor-relief. 

Besides these three great enactments, the Elizabethan age 
witnessed a spate of legislation and pr oclamations on pr o¬ 
d uction and trade. Such lines of action as the discouraging 
of' imports of manufactured goods, the encouragement of 
finished products, the allowing of the export of corn except 
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in times of scarcity, were now adopt{^cl with a certain 
consistency which made them clear pointers to the seven¬ 
teenth century. 

'rhe given to the export of manufactures 

was very valuable at a time when Knglisli commerce began 
that expansion which after some decades became world¬ 
wide. 'Fhc s timulus which the Paiglish se a-do^s now gave 
to adventure 'was a boon to They ranged 

the stormy wasK^s (ifTTie Atlantic-, chasing the Spanish gal¬ 
leons, ventured into the Pacific:, and even reached the frozen 
fringes of the Arctic. In 1353 , Chancellor and Willoughby 
tried to open up a norlh-c -aste rn to China, but tailed. 

ChancellcM' sailc'd inlcrthe White Sea and this resultcTl in the 
formation ol the M uscovv Clornp atn to trade with Cliina. In 
1578 the P russiaii Or Eastlands JVhlt:hant s Cor npjinv was 
started, and tliiee” vears later the irnportant Lev ant Com- 
pany received its ciiarter. Towards the close"bf the reign 
the East India Company was given a ciiarter (1600). 

Another gre^at development in the reign was the ccmiing 
of the F lemish artisan s, whom religious persccuticHi drove out 
of hearth and home, d’hough they were disliked by the 
common folk, the popular queen, with kt^en insight, welcome d 
tliein. These workers of' remarkable skill introduced many 
liamlicrafts and gave a fillip to existing industry. A large 
\-arietv of new cloth was now made which increased the 
importance of the cloth indiistry in the national economy. 

Put the reverse side ol' the Elizabethan coin was not so 
bright. File sea-faring advemtures of British sailors were not 
an immixcd blc'ssing. One historian regards them as a curse 
to the economic lil'e of the nation. S. T. Bindoff accuses 
them of liaving drained a large quantity ofc^apital, of injuring 
international credit, and promoting the cause of bullionisrn 
and the monopoL'-priiiciple in foreign trade*. It is however 
doubtful if they paid too high a price for giving England a 
new faith in her destiny and her traders new hope. More¬ 
over, there is the I'act that the o rigin of Br itish foreign invesi- 
injml may be tra ced to tlie boot y which Drake carried in the 
‘ Golden Hind.’ Queen Elizabeth had a share in this which 
she invested in the Levant Company : from the profits of this 
company the East India Compan y was founded and from 
its profits subsequent investments were made. 

^Titdor England^ p. -S(». 
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A dark spot in the Elizabethan record is the g rant of 
r nonopoli cs. Courtiers and favourites were given the sole 
right to engage i n an established industry or trade and the 
exclusive privilege to regulate the production and sale of 
certain articles. True, monopolies were sometimes granted 
to new lines of production and lor the levy of a small excise 
duty on some articles, but the result was soaring price s— 
as if there Avas not already sufhcienl cause for this—and the 
curtailment of traders’ liberty by a few individuals. When 
towards the close of tlic reign sharp criticism aiose in Parlia¬ 
ment, Elizabeth, w-ith the Tudf)r instinct to bow before 
];)opular opinion, promised to redress grievances. 

But in spite o(' Queen Elizabeth's reforms there was 
much suireniig among tlu^ m assc-s. Considering, however, 
the many factors niilitatTng against the imder-pri\ileged and 
the lack of government machinery to promote public welfare, 
we cannot fail to appreciate the soundness of the reforms. 
Distress was reduced to some extent, and the spirit of tliese 
measures served as a fine example to many successive rulers 
who lacked the Ijreadlh of vision ol'Eli/abeth. 

Section 3. 

ENGLISH AGRICULTURE AN13 INDUSIRY FROM 
1600 TO THE AGRARIAN AND THE 
INDUS'ERIAL REVOLUTIONS 

AORICULTLRE 

Ars the energy of the English nation was mostly directed 
into political channels in the seventeenth century, the period 
did not witness any major economic development. But it 
would be a mistake to regard the century as ol little importance 
in the economic history of the country, for w'e can now discern 
the first small advances i n agricultur e and i ndustr y which in 
the next century set going the great processes known as the 
Agrarian and the Industrial Revolutions. Any account of 
the trpTnprK^jniis ecnnnpiir rhano^r.r the eighteenth century 
would be misleading if it dfd noTtr ace their origins to th e 
pioneering w^jrk oL^-f ew men of Lappy n ndacitv in the 
se venteenth cen tury. 

The leading figures in seventeenth-century a griculture drew 
their i nspiration from Ho lland and Flanders, whence the 
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political vicissitudes of Stuart England had driven them. 
The Dutch enjoyed a reputation for horticulture and -w^ere 
experts in reclaiming land from the se£i and bringing it under 
the plough. Their successful methods were advocated in 
England in treatises on agriculture written by Weston, Plat, 
and Taylor. Thanks to their elforts, much lajiil in Norfolk 
and Essex was r escued fr om, the tides and made to pro\ide 
excellent pastures. 

(filler notable activities in increasiTig the arf'a under culti¬ 
vation were the draining ol^ the F ens, the e nclosure of moor- 
land in the Pennine region, ahcT warpin g - i.e. catc4iThg 
the water ol' a muddy riv'cr wlien it was rising in an em¬ 
banked field and leaving it to deposit its mud. This was 
carried out near the estuary of the Humber. So me oi‘ the se 
<)perati()ns^^^ out by the Conijjany;^ 

aiui its nuunbers were anijily rewarded through pariiamentary 
enactments by grants of a third and sometimes even hall‘ or 
two-thirds of the land which they made available Ibr culli- 
^’alion. Where large blocks were gix en to these ‘ adventurers,’ 
they broke into tlic common lands, disregarding certain 
clauses in the parliamentary Acts. 

Tn ccTtain parts of the country some attention was now 
devoted to the d evelopmen t of scientific agriculture. Experi¬ 
ments were made in majiuring , and the drainage of arable 
lields was attemptc'd. Tut nl]^ made tlieir nf^Tappearance 
in 1 619 and some ot her root crop s were also introcluced, Imt 
they did not become widt^spread until the Agrarian Revolu¬ 
tion. Tn some advanced farms potatoes and c dove r were 
grown. All these crops were destined to revolutionize Eng¬ 
lish arable-larmirig in the next century and to make it a 
model for the wholes of Europe. 

'riie enclosure movement slackened after tlie time of the 
early Stuarts. In lf)07 11 lere w^as a rising against the e n- 
closur es and the (“arly Stuart rulers tried to arrest tlie rebels 
with greater vigour than the Tudors. The movemcnit flagged 
when the price ol' wool fell in the later Stuart period. 

In adopting improved methods of tillage, some parts of 
the country wvre ahead of others in the* early eighteenth 
century. P rosp ects were becoming brigh ter for aralile farm- 
ing, a gricultural marketing w^as assuming g reater importan ce;, 
rents were gc)ing u p. and the growing wea lth w'hicdi the 
mcrchanbLe arned by the sale ol cloth and co^was increasingly 
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applied to the creation of lanje farm s. It only needed the 
genius of I.ord Townshend of Norfolk and a few others to 
impart to all tliest! tendencies the faster tempo of an economic 
revolution. 


INDl STRY 

Even in the seventeeiuli century, Eaiolish industries were 
developing into l arae-scale orirani/ations employing consider- 
ahl(‘ labour and supplying a varu'ty of ov^erseas markets; 
and the Industrial Revolution of th(' next century was only 
a more advanced stage in their evolution. Broadly speaking, 
there were now two systems ()f industrial organization- the 
s imple domestic system , which in \'orkshire lasted till the 
present century, and the capitalistic domestic syste m. 

I'nder the latter system, production was done by the 
worker for a middleman who, when i\m f)iT)duct was ready, 
sold it to a cloth dealer who in turn (‘xporled it. Whereas 
und(T the simple domestic system llie spinners and weavers 
l)ought tludr owni raw material and sold their products as 
they liked, under the other system raw material and some¬ 
times even implements were provided Ibr them by a capitalist 
and they were paid fixed w^agt's. 'Ehe c apitalistic domes tic 
system differed from the ihetorv system in that under~lt 
work was c arried on most ly in the homes of the worker sj 
labourers were not lierded together in large numbers as in 
factories. 'Ehe system originated even in the fourteenth 
century. In some parts of England it came as an inter - 
iXiediatc stage hetw^cen th e s jmple domesti c and factory or ga- 
nizatiTTn ^. but in some areas—the West Riclirig, for example— 
the simple domestic system was superseded by the factory 
system. 

Even in the sixteenth century in some places the capitalists 
had small establishments like factories, but as we have seen, 
thev could not be enlarged because of the Weavers’ Act 
of 1555. 

It must be noted that some evils of the factories, such as 
p ayments in truck , o ppression of children and wome n, and 
l onij hour s of work, already existed under tlic ^iipitalistic 
domestic system. Even now the interests of labour and 
capital wore increasingly at variance and factors wore develop¬ 
ing which in the next century wore to create an industrial 
proletariat ripe for agitation. 
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The industries of England were greatly blessed in the 
seventeenth century b\ the immigration of Flemish artisans 
during the reign of Charles TI. England had benefited con- 
sideral^ly by sueli arrivals on two previous occasions—in the 
time of Edward Ill and during the reign of Qiieen Elizabeth. 
In the si xteen ill centu ry the corning ol' F lemis h refugee s, 
besides improving the cloth iiuhistry, Ir encfited ^ number of 
hmiclicrafls and eveiilhni riigr During the reign of Charles II 
the HamFs s ilk ind ustr\' Huguenot 

weav(!rs ^vho fled Trcmi"^rance. lliey imparted a new ex - 
celjence to many trades, and introduced such industries as 
the rnaking of saTl-Both, tapestry. pa])er-making, watch¬ 
making and others. 

Something should be said about the staple industry, that 
is, the manufacture ol' w<xdle n goods, d’he dislocation 
caused b\ the civil wa r in the time of Charles I caused a 
depressio n in the industry wliicli continued under the Com¬ 
monwealth. But it re cove red under the later Stuarts ’who 
gave great attention to its development. E xports to tlie 
Mediterranean lands inia.‘il<l§ixl, and Russia became a good 
market. Large quantities of English woollens streamed into 
Germany aCicr the lliirt) Years VVar and by 1 757 the industry 
had attained a strong position. 

A few Englishmen were now working to revolutionize the 
country’s native industries. Sturtevant and Dudley were lrv~ 
ing to sm elt iron with coal, but their eflbrts were not crowned 
witli sucoes^^and'lhey never realized that they were the 
heralds of the Industrial Revolution. 

Summary 

Section 1. 

Origin and Methods of Mercanlilism: —"J’wo views f)f mercantil¬ 
ism— (z) a broad policy of ensuring national economic self- 
sufficiency and increasing the power of England, (ii) a scries 
of opportunist exptidients. The mercantilists tried to develo]> 
agriculture, promote industry and shipping, and amass for 
the country a big treasure. 

Mercantilism originated in the lime of Richard II, ])ut 
became a constructive policy only under tlie I'udors. 

The Development of Agriculture :—^^Dic distinguishing feature 
of English mercantilism was an attempt to preserve a balance 
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between agriculture and industry. A series of corn laws 
granted protection to agriculture and made England almost 
seir-suflicient in respect of food production. The CJovern- 
meiiL also at(empied to check sheep-farming in the sixteenth 
century, but Jailed. 

The Promotion of Iruhislry :—Import r»f finislied products was 
forbidden and their export enccMuaged. Import of raw 
material Avas welcomed and their export was frowned upon. 

'I’he economic ac'tix ities ol'foreigners w t're reguiatcd. 

Sumptuary laws prohibitt'd the use of Ibreign manufactures 
and prescribed English articles. 

(.hialities and measurements of aril( l(*s were fixed. 

]\lonopolies of production and trade were granted to a few 
individtuils to encourage new lines of production. 

Working conditions were regulated by the Statute of 
Artificers of 1363, the corner-stone of mercantilism. Under 
it Justices ol'lhc Peace were to ii.\ minimum wages in various 
trades; provisions were made to (*nsurc lull employmeril and 
for resuscitating llie cral’t guilds. 

7hr Fosterino of Ship/nngA series ol‘laws were pas.sed to 
develop shipping. Of lhc.se the most important were the 
rsavigalion Acts of 1G51 and 1660. The Act of 1631 declared 
that goods coming into England should be carried either in 
English ships or in the ships of the European countries from 
which they were sent. 'Phe Act was also directed against the 
Dutch entrepot trade and fishing industry. 

'The Act of 1660 defined an Englisli ship and classified 
colonial goods into enumerated and non-enumeratecl. The 
former should be sent only to England. Emimeraled Euro¬ 
pean goods should come to England only in English ships. 

After 1660 a number of Navigation Acts regulated colonial 
trade. 

The Navigation Acts have been much critic ized. Some of 
the criticisms are not convincing. English trade in the 
Baltic suflerc'd through these Acts and English industry was 
adversely affected when the English shipowners raised the 
freights. 

llie Accumulation of Bullion: —It was not a fundamental 
principle of mercantilism as is commonly believed. At first 
there was direct regulation of the flow of l)ullion. But later 
the rnerc;antilist school triumphed over the bullionists and this 
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was given up. The mercantilists tried to secure a l*avoural)le 
balance of trade, i.e., a surplus of exports over imports. 

General Criticism of Mercantilism :—MtTcantilisin was not a 
coherent programme, 'I’hcre was no adequate administra¬ 
tive machinery to carry it out and the policy ol impoverishing 
other nations brought Ibrtb bitter fruits. 

The Old Colonial Systern :—Colonies were regarded as a means 
to the economic development of England. Their industries 
wer(‘ suppressed and they were confined to the raising of raw- 
material. For this purpose they were shown concessions such 
as tariff preferences in the English market. The commerce, 
of the colonies was regulatt^d under the Navigation Acts. 

The West Indies wttc valued more than the northern 
settlements. 

The Old (Colonial System was one-sided, but it was I’ar 
betUT than the Spanish and Portuguese systems. 

Section 2. 

Elizal^eth’s reign watuessed a scientific solution of difficult 
economic prolilems such as inflation, unemployment, and 
povert). 

The currency was debased in the first lialf of the sixteenth 
century. In 1560 Elizabeth called m the entire coinage and 
issued new- coins of standard purity and weight. 

PoverlN- became a big problem because' of the Statute of 
Livery and Maintenance wJiich resulted in the dismissal of 
livtTicd soldiers b) nobles, enclosure, and the closing of the 
monasteries. Elizabeth’s predecessors were satisfied v\dth th(' 
infliction of punishments on the beggars. Elizabeth adopted 
the principles tried in towns. The Codes of 1597 and IGOl 
introduced the workhouse and houses of correction, com¬ 
pulsory poor-rates and outdoor relief. 

In the time of Elizabeth mercantilism was given a more 
definite form whic.li it retained in the seventeenth century. 

Maritime adventure helped English trade. Cornj)anies 
such as the T.cvant Company, the East India Company were 
started. 

The introduction of Flcmisli artisans greatly stimulau^d 
the cloth industry. 

Dark features of the reign: —The sea-dogs and the country’s 
finance. I’he grant of monopolies set prices soaring. 
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C(5iisiclcring llie diiTicultics of the age, the reforms must 
lie reckoned higltly successful. 

Section 3. 

AgriruUiirc: —d'he oi igins of the Industrial and Agrarian 
revolutions can he trac(Tl back to the seventeenth century. 

Dutch methods of ciiltivati(ai were now advocated and the 
C'oTnpany of Adventurers ])rought much new' land under the 
plough. Some attention was paid to scientific agriculture, 
'rurnips and clox'cr made their appearance. 

C^apital was now flowing into agriculture and farming was 
becoming attractive. 

Industry: —Two systems—(?‘) the simple domestic system and 
{ii) the capitalistic domestic system. Under the latter, work 
was done in the liomes ol'workers for a capitalist middleman. 
The evils which liecaine well-known after the rise of factories 
Aven' present even now'. 

Fletnisli artisans stimulated industry in the time of 
Charles II. 

'Fhe wool industry was in a depressed state under the early 
Stuarts, Init became prosperous by 1757. 

Sturtevant and Dudley tried to smelt iron with coal but 
did not siKXTcd. 


Chief Dates 

1376—(aood Parliament critici/ed Edward Ill’s "policy of 
plenty.’ 

1463—Import of a large variety of manufactures forbidden. 
1560—Reform of the coinage. 

1563—Statute of Artificers. 

1600—The grant of a charter to the East India Company, 
1651—Navigation Act. 

1660 - Navigation Act. 

1663—The Mercantilist School triumphed over the Bul- 
lionists. 

1689 -Corn Bounty Act. 

1733—Molasses Act. 

1775-1783' -The American AVar of Independence. 

1815—Corn Law\ 

Some Leading Dates in Contemporary Political 
History 

1450-1455—Beginning of the Wars of the Roses. 
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1485—-The Battle of Bosworth, 

1553—Chaiirellor’s voyage. 

1558- 1 ()()3 —Queen Elizabeth. 

1559— Acts of Supremacy and Uniformity. 
1577-1588—Drake’s voyage round the world. 
1588—llie Spanish Armada. 

1603-1714'“Rule of the Stuarts. 

1642-1648—Civil War. 

1649—The Execution of Charles I. 

1649-1660 -T1 le Common weal t h. 

1660—Restoration of Charles 11. 

1688—The Glorious Revolution. 

1707—Union of England and Scotland. 

1702-1713—AVar of the Spanish Succession. 

1713— Peace of Utrecht. 

1714- 1820—The House of Hanover. 



CHAPTER IV 


THE AGRARIAN AND INDUSTRIAL 
REVOLUTIONS 

Section I. 

THE ACJRARIAN RE\*OLUTION 

FAC IORS WHICH MADE THE AGRICULTITRAL REVOLUTION OF 
THE EKHlTEEN'ni CENTURY INEVTTAIILK AND POSSIBLE 

Tfie years between 17b() and 1830 saw the victory of the 
large Tarm in England and an immense inert^ase in agricultural 
production, due to the iicw^ methods of tillage introduced by 
Jethro Tull, Lord Towiishend of Norfolk, and others. I'his 
change was made inevitable by the rapid increase in the 
population towards the close olThe c('ntury. The population 
liad been steadily rising since the beginning of the century. 
Under the old system of arable farming (the three-field system 
which we have already described) a quick increase in corn 
production was impossible because ol* the subdivision of 
holdings and the practice o(' leaving fields uncultivated for 
one year in every three. 7’he system also meant much waste 
oi'land. Oil the eve of the Agrarian Revolution arable 
ihnning of the old type in open fields was to b(* seen in about 
half the manors in the land. In agricultural technique some 
parts of the country were ahead of others, but the number of 
enclosed farms was not sufricient to cause a great increase 
in production. The scarcity of corn became acute during 
the French Revolutionary and Napoleonic wars, when Eng¬ 
land was not able to import wheat from Poland and Russia, 
and natural conditions did not favour English husbandry. 

A great encouragement to the growing of more corn was 
the high price of grain ever since the passing of the Corn 
Bounty Act of 1689, which assured farmers a bounty of 5s. 
for every quarter of corn exported if its price should fall 
below 48s. Nearly half a century before the Agrarian 
Revolution tillage was becoming increasingly remunerative, 
and its attractions grew when the price of corn soared during 
England’s struggle with Napoleon. 
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Another lactor f;ivT)urabIe to the revolution was the great 
demand lor land by merchants and other moneyed men who 
had grown rich from the expansif)n of English trade in the 
eighte(‘nlh century. Since political power and social prestige 
went to tlu' landed gentry, the moneyed men from the urlian 
areas bought, even at high prices, large areas of land from 
small villag(‘ landowners. Thc'y promoted c^onsolidation of 
holdings and enclosures, invested much capital in the land, 
and adopted new methods of cultivation. 

'The Industrial Revolution accelerated the agricultural 
changes. Before the days of* the; Industrial Revolution the 
peasanlrN' had derived a substantial income from handicrafts. 
\ow tlie flooding of the domestic market by cheap machine- 
made goods crippled the handicrafts that had been the sheet- 
anchor of agriculture, and cornpelh^d the peasants either to 
se(‘k remunerative occupations in the towns or to employ 
l)et:ler and more lucrative methods of cultivation. I'he 
mov ement of many peasants to the towns favoured the exten¬ 
sion of the factory system. Of the mutual influence of the 
Agrarian and Industrial Revolutions the French historian 
Elie Malevy observ^es: ' Jhobably. the later ilie period and 
th(^ nearer to 1813, the more decisive was the influence 
exercised by the progress of industry over that of agriculture. 

.The large manufactures had begun to draw' into the 

towns all the floating population of the countryside, and thus 
compelled the landowner to introduce machinery into his 
farms to meet the dearness and scantiness of agricultural 
labourb’ 

For a number of reasons the rest of Europe did not undergo 
any agrarian revolution at this period. The principle of 
egalitarian inheritance and the policy of the French Covern- 
ment pres(!rved the small peasant in France, while in Germany 
an agrarian revolution was prevented by the existence of 
serfdom and the lack of political unity, 

THE NFAV ENGLISH AGRICULTURE 

Ever since the reign of Charles II experiments in better 
farming w^ere going on in England. Progress in agriculture 
depended to a greater extent on theoretical knowledge than 
did the advance in industrial methods which in the eighteenth 

M History of the English People in Vol. II, p. 7(). 
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ceatury resulted only from the rule-of-thumb inventions of 
pracliral but uneducated men. In 1726, Richard Bradley 
pul)lished a treatise Husbandry and Gardcnirii^, He toured rural 
areas exhortiuiLi;' I'arrners to adopt arable larmini( on a large 
.scal(\ and full rotation inslt'ad of fallow. A great(T advocate 
of agrarian revolution was Arthur ^^)uug, Secretary to the 
Board of Agriculiun*, who though liirnself a failure as a 
i'arniei, disseminated information about the l)t‘st methods of 
tillage in many villages. 

l\\r) men al)ove all otheis were now responsible for a 
st rikitm ir.mslbrmation oj’ Faiglish agri(*t|!l.u.re. In 1701, 
lethro M'u ll. \^■ho adv()cat<‘d deep^mid t.h(>r(:)ugh cultivaljon, 
invented a machine, th e Dri ll, for sowing wheat and other 
crops. Tk'Ibre this im etilion much seed wa.s wasted b\ manual 
scaitei’iiig in tlie helds. but the Drill niade a hole in tlie 
field, deposited the seed into it, using smaller Cjuantities of 
se(‘d and producing beti(‘r crops. In 177:) Tnll published 
bis in wiiich he avi\'o(‘at.ed sowing crops 

with enough sf)a(:e Ix'twetm the rows to run a hoj-se-hoe 
between them. 

An(»iher agibailluri.st of the eighteenth eentury was i .ord 
rowiishe ijcl of Norfolk, who between 1750 and 1760 replaced 
the three-field system by a u^vv _5 of^ rota tion known as 

tlie Norfolk system. He dici away with the practice of 
leaving a field fallow for one year in every three. The new 
s\>tem oi rotation consisted in g rowing corn crops h i alterngje 
, wi (h a clover or root c rop in. Lervvt>e n. 


7 nr old sysirm of roialion 'fhe \orfolk Course 

1st year Wheat Wheat or Barley 

2nci year Barley rurnips or Clover 

drd year Fallow Wheal or Barley 

■Ith year AVheat Lucerne or Potato 

5th y(‘ar Barley Wheat or Barley 

()ih vear Judlow Turnips or Clover 

In the years when turnips or clover were grown, tlie ferti¬ 
lity of the soil was restored. Turnips made the soil clean 
and clover extracted nitrogen from the air and left it in the 
soil. Another lilessing of the new system was that tlie roots 
provided adequate winter food for cattle—a pr()l)]em which 
could never lie tackled under the thn^e-field system. Cattle 
now provided the farmer with enough manure, which assured 
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ihc triumph of the Norfolk course. I.ord Townshend now 
j^ained the nickname ‘ Turnip Townshend ’ from his fond¬ 
ness for ihe crop. 

Tlie new methods were strikingly employed by Coke of 
Holkhani in his Norfolk Estate which attracted farmers from 
many parts of England and Western Europe. Over half a 
million pounds were spent by him on llie estate, and all of 
this canu* back to him from his improved crops. 

Under the three-field system proper drainage of the s(ul 
w^as impossible, but now a good method of dra inage was 
devised by James Smith of Deanston, whose success attracted 
V isitors from many parts to see his work. 

Livestock also improved at this time. On the eve of' the 
Agranan Revolution English cattle were notorious for their 
poor quality. Now Robert Bakewe ll experimented witli the 
I needing o f Longhor ns and with another pioneer succeeded 
in produc:ing bulls and cows whose size and beauty w-erc 
discussed in farms all over the country. One bull. Comet, 
brought him a thousand guineas. Bakew-ell also achieved 
some measure of success in breeding sheep and farrn-horses. 
His contemporary. Thomas Bates, did much to improve the 
quality of'the sliort-liorns. 

C' qnsolidatiuii and enclosu re were al rsohitely necessary l<)r 
t he new methods of c ulti vati oii. \\'hile in some areas like 

Norfolk this was accomplishecl by mutual consent among the 
landowners, in most parts Private Acts of' Parliament w'erc 
needed to recast the agricultural pattern. Beginning with 
three in the time of'Queen Anne, the Private Act s increased 
to more than L700, bctween 1800 and 1819. Adam Smith, 
the fatlier of' modern eccuiomics, advocated enclosure. Tn 
the nineteenth century a series of statutes w’ere j^assed by 
Parliament tf) accelerate the movement. A statute of' 1801 
facilitated the passage of private bills for enclosure. In 1830 
an enactment authorized the enclosure of certain comnum 
lands without specific permission from Parliament provided 
that tw'o-thirds of those concerned agreed to it. By the 
Gen eral Enclosure Act of 1845, Parliament created a Board 

_j cTosure CCommissioners to decide on desired enclosures. 

Seven years later another law' demanded that the sanction 
of Parliament be granted to all new enclosures. The years 
between 1800 and 1819 saw’ the heyday of enclosures, and 
more than three million acres were fenced in. The lords 
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remorselessly violated the lei»al conditions for I'encing, and 
•deprived poor pt'asants' cattle oi' their pasture. ^ By nine¬ 
teen out of twenty enclosure bills, ’ wrole Arthur Youiij; at 
llie o]X‘nin^ of the niiu'teenth century, ‘ the poor are injured 
and some are grossly injured.’ 

i’iiese efforts towards l)etter larmin^ received warm royal 
support, (jeors^e Ill. who establislKHl a model farm at 
Windsor, bi'came ' Farmt'r (ieor<;e ' to his people. 

RESlUas OK THE ACiRARlAN REVOLUTION 

M’he new farmiiyu, methods placed English husbandry at 
the head of wt'stern agricult m e and for decades it seiz ed as 
a model to oiIkm' European nations. I’lie third Cjuart(*r of 
the nineteenth (entury was the ‘ (ioldi'ii Age ol’ English 
Agricultuie.’ Ifp to ld7f) faiglaiul })rodiiced most of the 
food needl'd b\ her population. 

U'he investment of largt' capital in the land forced rents 
up to unprecedented heights, and a ten-lold rise was common 
in some areas. 

As a result of this prosperity the political influence ol' the 
landed gentry was enhanced in tile sectmd half ol‘ the eigh¬ 
teenth century, and their leaders dominated Parliament. In 
rural arciis they were little kings commanding enormous 
prestige and enjoying various privileges. Their sway has 
been described as ' squirearchy.’ 

I’lie transformation of English agriculture meant the 
decline of the yeomen who had I'oi rned its backlione and 
who had been their country’s pride. As the small landlioklers 
lacked capital to enlarge tlieir farms and introduce the new 
expensive methods of raising crops, they could not hold their 
•own against the big proprietors with their new’ machinery and 
costly manure. And when their disapyiearance was hastened 
by the demand for land from moneved meii, the decline of 
the handicral'ts, the enclosure of the common lands, violent 
fluctuations in corn prices in the early nineteenth century, 
and high poor rates, s(mie of them found work in the new 
factories while others, preferring the IVesh air of the country¬ 
side to the sordid new towns, descended into th(‘ ranks of 
. a gri c u 1 111 ra 1 1 a l.io urers. 

Historians have differed as to whether enclosure was a 
cause ol' rural depopulation. It seems that on this question 
no single generalization can be made about England as a 
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whole. Where the enclosed lands had been w^ell tilled, 
enclosure caused depopulation (as in certain Midland 
counties), while in areas where waste land was fenced (as 
in much of Norfolk) the k)cal demand for labour went up and 
for some years the rural population actually increased. It 
must be noted that Kent, l^ssex. Sussex, the northern and 
W'estern counties, and Wai(‘s nr>w had few new enclosures as 
many farms had already iji'cn fenced. 

As a result of the agrarian innovations class distinctions in 
rural society became more rigid. Whereas befon* the Agra¬ 
rian Revolution the manorial lords, yeomen and labourers 
had l)een the three important classes, now the landed pro¬ 
prietors, the larmers and the labourers formed the main 
giimps. But here there was a clash ol' interest between tJie 
landed proprietors and I'anneis on the one hand and the 
labourers on tlie other; the former desin^d a high price lor 
produce and low wages for workers, the latter the reverse, 
dlic agricultural labourers were a degraded and discontented 
class, ‘ It was under an agrarian Ibrm,’ writes Elic Halcvy. 
‘ that revolutionary socialism made its first appearance in 
England immediately alU'r 1815.’ 

Section 2. 

THE INDUSTRIAL REVOLUTION 

EACTORS WHICH MADE THIi INDUSTRIAL RE\'OLU J'lON 
INEVITABLE. IN E:NGLAND 

The expression ‘ Industrial Revolution, ’ first used by 
Jevons in his book The Coal (.hfcstion, and given prominence 
by Arnold Toynbee, denotes die striking transformation of 
Britain’s industry between 1 760 and 1850, brought about by 
the substitution of machine-pow'er for hand-power in many 
of the processes of rnaimlhcture. In this period several big 
lactories were established and Britain became the ‘ workshop 
of the wwld.’ One ol'the factors wliich brought about this 
great change in Britain’s industry was the capitalistic organi¬ 
zation w^hich, even before the middle ol* the eighteenth 
century, had given Englishmen training in large-scale pro¬ 
duction and big overseas trade. In the seventeenth century 
English goods were streaming, on an incn!asing scale, into 
large overseas markets of wide diversity. Eler artisans 
acquired thereby a high degree of adaptability, and the 
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capitalists a good knowledge of the intricacies o( industrial 
finance and organization. To quote Lipson, ‘ Die study 
of the Industrial Revolution must he carried back far l.)eyond 
the decades with which it is traditionally associated.’ ^The 
inventions were really ' the creations and not the creators of 
a capitalist societyh’ 

1 he two factors which made the industrial transformation 
of England inevitable were the mounting demand for British 
products and the acute scarcity of hands. In the eighteenth 
century the prodigious victories of Britain in the' ‘ trade 
wars ’ made her the mistress of a vast empire and gave a 
remarkalde fillip to her commerce. In the last year of peace 
before the Seven Years War, the volume of her foreign trade 
is said to have doubled. Knowles points out that whereas 
in France there were twenty-six million people to deal with 
an overseas trade worth millions, England had only 

nine millions to cope with a foreign trade valued at 
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iTiillions^ "I'he scarcity of hands became alarming during 
the harvest season wlicn the workers moved to the fields. 
I’his was also the age of transport revolution, and the turnpike 
trusts and canal companies drew' a considerable part of the 
labour supply aw'ay from tlic factories. A coimnittee of the 
House of Coniinf)ns, which examined towards the close of tht* 
eighteenth century the adoption of machinery in the textile 
industry, declared that without machines the existing demand 
could not be satisfied. 

The Industrial Re\'olution was niadtr possible by the 
availability o( adequate capital and raw materials, the political 
security in England and the freedom of the English people. 

Even in the seventeenth century England’s commci'ce with 
other nations brought her enormous wealth. Tlie Whig 
statesmen of the eightecauh ( entury dexoled consicU'rable at¬ 
tention to questions of ti*ade and linaiu'c and helped the 
accumulation of capital. France, too, had adequate capital, 
but unlike England she had not developed a good banking 
system diat could direct it intr) industrial channels. Alorc- 
over, in England the capitalists, who by organi/.ing Jarge- 
scale production for a century had drrvelopcd an a dventu rous 

S ', took the inventors as their partners and sank a gDod 
ol' their wealth in the elaborate cc[uipmcnt needed for 
mass production. 

It is sometimes said that one factor which made possible 
the astonishing expansion of British industry in the eighteenth 
centuiA was the looting of Bengal by the traders of the East 
India Ck^mpany. An American writer observes: * \'er) 
soon after Plassey, the Bengal plunder began to arrive in 
London and the effect appears to have been instantaneous. 

.Plassey was fought in 1757.In 1760 the Flying 

Shuttle appeared, in 1764 Hargreaves invented the Spinning 
Jenny, in 1776 Crompton contrived the Mule, in 1785| 
Cartw'right patented the power-loom, and in 1768 Watt, 
matured the steam engine-.’ Although it is not possible to 
determine the exact measure of truth in this view, it would 
not be right to maintain that such a prodigious accession to 
the wealth ol' the nation would have had no appreciable 

^ Industrial and Commertial Revolutions in England during the Nineteenth 
Century, j>. 26. 

“ Brook AdaiTivS, The Law ofCiiilization and Decay, quoted by Digbyin 
Prosperous British India. 
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eflect on ils industrial advancement. Many factors were 
working even in tlie late seventeenth century to bring about 
an economic revolution in England, but they might well 
have been given a powerl'ul spur 1)\ the sudden influx of so 
large a mass oC capital. 

An important reason why France and Ciermany were not 
the pioneers in industrial re\olution was the al)sence of 
political security in those lands. France was famed for the 
skill ol'her workmen; she had brilliant inventors and a large 
volume of foreign trade: l>ut her political organization hin- 
den'tl ihe ushering in of a new economic era. The French 
Revf^lution imolved h'lance in great struggles witli her 
neighbt)urs and released Ibrct^s which produced politica l 
uphea val during the greater part of the nineteenth century. 
It was only after Idf^D that France, fret^d from strife, forged 
ahead on the road of industrialization. Ciermany could 
enter the race only after Bismarc k liad hammered into luxily 
her conglomeration of'staU‘s by about 1 870 . 

As great in importance as political security was the freedom 
which the English people enjoyed. In France and Germany 
enterprise was restricted by serfdom, toll barriers and the 
vexatious n'gulations of the guilds—the bulwarks of narrow 
establislied interests. Whereas in England serldom ceased 
as early as the iiheenth century, and there was great mobility 
of labour, in France it lingered on until the I’reiK’h Revolution, 
and in Germany till the close of the ninett^enth century, 
(niilds and tolls disappeare^d in England in the sixteenth 
century, but in I’rance, until the l^'rench Revolution, there 
existed an intricate network of toll lilu^s. It was only in the 
middle of the nineteenth centur\' that internal larifl' barriers 
were demolished in (iennany and free flow of internal trade 
was (‘usured. Large-scale production could not be developed 
\ igorously until labourers could be freely engaged and finished 
goods easily moved from the places of manufac ture. In lliis 
connection we should remember that the freedom of the 
English people was not a purely negative I'actor. Freedom 
developed a spirit of enterprise and adaptability and proved 
a positive force in the growth of English industry. 

Another factor which grc'atly helped England was the 
control which slie obtained in the eighteenth century over 
raw materials in different parts of the world. When she was 
engaged in a world-wide struggle with F'rance her naval 
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power and colonial possessions enabled lier to secure from 
America adequate supplies of raw material while denying 
them to the enemy. 

England had certain ruher advantages which her rivals 
lacked. Unlik(! France, her coal and iron mines were 
close together; her shipping was lamed for its high elHciency 
and was notable for its size; and aher the epoch-making 
victories ol' J.agos and Quiberon Bay, " tlie most heroic fc‘at 
in the history of naval warfare,’ England held the Atlantic 
Ocean and could reduce, il' she chose, the foreign trade of 
France. England’s transpo] ! system was now' developing and 
her network of roads and canals, together with her shipping, 
made her unrivalled in tin* power of distribution. Further¬ 
more, the natuie (if the dema nd for industrial products was 
different in England from that oTiTuV Omtinent and greatly 
aided industrial growth. Whereas in France there was a 
sharp division betw^('(ni rich and po(a% in England diflereiu es 
of class wer<; not so marked and there were many grades 
betw'een rich and poor. Fhe result was that the far more 
L darinii' ine(|ualities in the di stributiqii of wealth^in France 
created there a large demand for artistic products wIiicirdTcl 
not lend themselves to meciianic.al manufacture, while in 
Engiantl then* \vas great thnnand for useful goods w^hic h 
could lie turned out on a large scale. 

In England the State did not encourage inventors as did 
the French Government, but it must lie said to the former's 
credit that its commerrial policy was highly helpful to indus ¬ 
trial enterp rise. So that England could procure adequate ratv 
material ^Valpole readjusted the tariff a number of times, 
and shut out foreign finished goods by prohibitive duties 
and heavy fines on sniugglers. After 1700, Indian cotton 
goods, w'hich had a good market in England, w'ere excluded. 
This is held by some writers on Indian economic history to 
have contributed greatly to the rise of the Manchester 
industry. The important jiart pla\ed by Mercantilism, even 
in its degenerate days, in the promotion of English industry 
cannot he gainsaid. Mcucantilisni was in some respects a 
hindrance to industrial expansion, but it did more good than 
evil. If it w\as discarded in the nineteenth century, it was 
only because it had served its purpose. Its very success 
proved its undoing. 
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England had in tlie eightcenlli century a host of brilliant 
inventors, but they alone could not have ushered in the hour 
of economic revolution if there had not l:)een other contri¬ 
butory factors. These other factors provided the necessary 
spur witliout which genius seldom flowers, as well as the 
atmosphere and opfiortuiiity which alone could make pos¬ 
sible the wide adoption of these inventions. Through these 
inventions England was set on the path to world supremacy 
in industry. 

THE GREAT INN’ENTIONS OK THE INI )l SCR I At. REVOLUTION- 

TEXTILES 

'riie earliest important invention was that ol Kay of Bury 
wiio contrivt'd in 17S:i his Flyin<j^ Shuill c wJiic speeded up 
weaving. Tliiherto each l()(:)rnlia(n”U) 1)(‘ operated by tw'o 
weavers, but now one could work it. J’earing tliat they 
would be thrown out of work, some weav(‘rs resorted to 
violence against Kay, Like many y^ioneers, Kay had no 
reward and little jDeace. He had to flee to I'rance wliere he 
died in squalor, a little know-ii man, leaving a j)athetic letter 
in which he larrienied tlie ingralitudti oi his conntryiricn. 
He can well he called the martyr of the Industrial Revolution. 

In the eighteenth century the spinning branch ol* the 


FLY-SHUTTLE 
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textile industry presented the most problems. In 1767 Ilar- 
ij^reavcs pat(‘nte(l the S pinning Tcnny . He is said to have come 
upon his idea by accident. The machine, so called because 
it did the work of women, accelerated spinning a hundredfold. 
Harass('d 1)\ some woikers, IJargreaxes loo had to quit his 
native' town, but he was more ibrtunate than Kay. 

Bui the Jenny could not spin pure cotton yarn strong 
enough to l)e used as warp. 'I’he spinning of suitable pure 
cotton wai'ps was achieved by Richard Arkvvright, who 
invenied his water-frame in 176B . This imention brought 
about the repeal in 1771 of tin* Act which had proliibited 
the wearing ol' colion. d'he watcT-lVami', which rcfjuired 
watta-power, led to liie opening of a number of factories in 
the mountainous north and west. Ihilike his predecessors. 
Richard Arkwright received both (Jovernmenl recognition 
and ample financial reward. 

^ 1775 Cromino ii, conibiimi^jhe print ipk^^ 

Irame and the Spinning Jenny, tashioned tiny Mule w'hich 
mlicre possible, for iIr'' rirst tirne in England, the manufacture 
of very fine cotton cloth and muslins. Made as an auto¬ 
matic machine in 1825 and then hirtlu'r improved upon, the 
Mule quickly superseded the Jenny and tht‘ water-frame. 

When these machines came into general use tlie weavers 
c:ould not keep pace with spinners. ev(*n w5th the aid of the 
flying shuttle. pc)\vcr-lQoin was evolved l)y Edmund Cart¬ 
wright in 1781_, but it was cumbersonK'. When in 1800 a 
nieetinif of English manufacturers interested in the improve¬ 
ment of the povver-loorn gave the necessary stimulus to the 
making of a better machine, Horrocks of .Stockport accom- 
])lishcd the task and made the new machine a great com¬ 
mercial success. 

For a number of reasons the cotton branch of the textile 
industry was traiislbrmed earlier than the* woollen branch. 
Tl)e latter was the older, having long-(^stablislied traditions, 
pn^judices, and its prosperity made die employers aveise to 
changes in j^roduction methods. Moreover, the scarcity of 
labour was not as acute here as in the cotton industry and 
the slender woollen thread was Jess suited than cotton \arn: 
to l)e handled by machinery. An important* reason for 
delaying the use of machinery in the woollen industry was 
the i'act that wool spinning was carried on in many homes. 
The use of machines would have deprived numbers of fami- 
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lies of a livelihood. With the cotton industry it was dilTerent. . 
The partitioning of the Mogul Empire in India and the \ 
consequent uncertainty oflndian imports, the tarilT assistance j 
given by the* Covernment and the acute shortage of hands,, 
fielped its {‘arly transronnation, while after the Seven Years! 
War, the use of machinery was acc(*lerat.ed l>y the ample; 
supplies of American cotton which Britain could cominandj 
and by the vast markets oj)ened up by her resounding victories.! 

In the w'oollen industry the worsted l)rancl'. was levolution-i 
ized earlier as the long staple wool used (dr w'oisted could 
be more easily treated l)y machines. Scarcity ofraw^ materials 
which made the employers reluctant to give out wool to be 
spun in tlie home, and the rise in spinners’ wages, encouraged 
manufacturers to adopt machinery. By 18S0 the worsted 
branch w'as a (actory industry, and it was only twT'iily years 
after that the w’oollen (loth was turned out 1)\ rnacliinery, 
this Iteiiig iacilitated by the iinpon o(‘ wool on. a growing 
scale from Australia. 

By the middle of the nineteenth century the linen industry, 
too, W'as a Victory industry. 'Towards the (iose ol* the eigh¬ 
teenth c(mtury the spinning of linen by machinery w'as done 
by Marshall of l.eeds, l)ut only coarse linens were produced. 
7Te first successful mac hine was made b\' Girard, a. French¬ 
man, who took out a patent in England in 18M. But flax 
spinning machinery came into large-scale use only after Kay 
discovered a process for getting rid of the sticky nature of 
the fibres. 

The Industrial Revolution came very late in the net and 
lace trades, which adopted machinery only alter 1850. In 
the course of two decades they were transformed. 

An impetus was given to industrial chemistry by these 
inventions, the leading figures in this sphere lieing Roebuck 
and Watt who revolutionized the lilcaching process. 

IRON AND STEEL, GOAL MINING AND THE STEAM ENGINE 

The progress in the iron and steel industries was even 
slower than in the textiles. In the eighteenth century Abra¬ 
ham Jjarbv of Goalbrookdalc and his son w^ere able to smelt 
iron wTriiTcbal. Iron factories which hitherto had fringed 
the forests, where charcoal could be used for smelting, were 
now shifted close to the coal mines. Another important 
inventor (T processes relating to iron was Henry Cort whose 
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i-evcrberatory furnac e greatly improved the puddling of this 
metaT! rfis grooved rollers perfected its rolling which greatly 
improved the production of iron sheets. The first iron 
bridge of the world, built in Coalbrookdale, was erected across 
the Severn in 1779. 

Huntsman transformed the steel industry with his method 
of casting hard stee l. Iron and steel production was greatly 
incr^as('cf by the: invention of the hot blast in 1828 by Neilson. 

In coal mining loo invention made headw^ay, though very 
slow'l\\ Early in the eighteenth century Newcomen’s stea m 
e ngine solved the problem of pumping water out of the pits. 
ButTt was only in the next century that other important 
inventions were adopted. Coal mining, which had been 
perilous operation in utter darkness^ was greatly facilitated 
b\' the invention of Daw’s lamp, the exhaust fan and a wire_ 
cable, for bringing c<7ai to the suilace. Tn'llK' eighteenlii 
century tlie pillar-a nd-stall system was in vogue. Pillars of 
coal were l(*lt unwofkecT htd'e ahd“d to support the scam 
and were demolished only in the end. I’his method gave 
place to the system of supporting the seam by pilla rs o f 
timber. 

"TTie invimtion which had the most far-reaching conse¬ 
quences was J ajTies W at t’s steam engin e. Tl^ma s Sa very’s 
steam engine, invented at the close of the seventeentirceiitury, 
was in many wa\'s defective. Ncw’crnncn’s improved machine 
was not much better. These machines were used mainly for 
pumping. In 1762 lames Wat t made the great discovery 
of w'orking tlie steam engine on a new principle—that of 
rotary motion. He made steam-power turn a wheel—an 
achievement which began the era oi’ railways, and gave a 
tremendous impetus to the expansion of factories. Man 
could now’ move with increasing speed by land and sea and 
was to a lesser degree at the mercy of the elements. The 
Age of Speed was at hand. It is interesting to note that the 
invention of the steam engine, the most startling of the 
Industrial Rev(jlution, like the Wealth of Nations^ emanated 
from Glasgow University. It was while working as an instru¬ 
ment-maker in that university that James Watt was set on 
the track wdiich led him to his epoch-making discovery, 
tliough part of the credit must go to his partner Boulton. 

Owing to the lack of skilled engineers and the monopoly 
of manufacture enjoyed by the firm Boulton and Watt, the 
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Steam engine could come into widespread use only very 
slowly. Even in the first thirty years of the nineteenth 
century half of the textile mills of England were driven by 
wa ter-powcr. 


iilR DEVELOPMENT OF THE EAC TORY SYSTEM 

Even in the sexentec'nth century there were a few small 
factori(\s in which a master-craftsman employed a number of 
artisans full-time, installing several hjonis. OiiK after water 
was harnessed to drive machinery did lag faciories spring 
up. Factories were built wheie theie was an abundant 
supply of water-power. Xow the jirocess of production be¬ 
came more complex and division r)f* lal)our was extended. 
With the coming of steam-power manv I'actories had to be 
shifted from hilly areas to be near tlie coal mines. We 
cannot say that the second and third stages were chronologi¬ 
cally separate. In a steam-power factoj'y division of labour 
was far more extensive than in water-power factories, and 
the installation f)i\giant machines made it quite different from 
the tvorkshops ol'the seventeenth eentnry. 

'Idle factory system grew \er\- slowly. Tliis was partly 
due to the hesitation ol a number of employers to start 
factories because in them control over the workers wH'iiild 
be far less and the risk much greater than under the domestic 
system. In a number of places llie adoption of maclnriery 
encountered fierce opposition from the workers, who. fearing 
that they would be tlirown out of employment, burst into the 
factories and wrecked the machines. Fdie TLikn-y observes: 

‘ WhenevcT a riot broke out, in which the factories and house 
of these parvenus (the new Manchester factory owTiersf were 
threatened, the secret sympathies of the landowners were 
often with the rioters, and the magistrate, though refusing 
to afford direct enconragement to tJie rioters, would at least 
shut his eyes, parade his powerlessness to act, and let things 
take their courseh’ In those circumstances such progress 
as was made was surprising and is eloquent testimony to the 
audacity, energy and determination of the new industrial 
leaders. It was a revolution in an even more powerful 
sense than political revolutions; unlike political revolutions, 
it was carried out by a few against the desire of the many. 

^ Op. cit.f p. lOG. 
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The slow growth of the lactory system was also due to the 
unwillingness of the labourer to give up working with the 
members of his family in his own home, or very near it, and 
move into the lactory \\here he would be herded with liun- 
dreds ol' w'orkers and sweated over a long day. Knowles 
points out that the laixair of the united family l)rought up to 
twenty-one shillings a week, whereas the remuneration in the 
factory was only one-third of this J'or tlie worker. Early in 
the nineteenth century the agricultural labourer was earning 
more than the weaver in the factory. While the fc^rmer liad 
no fear of imeinploxnient the latter was frecjuently thrown 
out of work. Moreover, workers dix'aded the military dis¬ 
cipline of the factories and clung to the freedom of indulging 
in two or three days of drinking and idhnicss each w’eek. 

In the eighteenth century th(‘ didiculty of securing enough 
labourers was an important cause oi' the slow growth of the 
factory system. When w^ork was stopped for a while in a 
factor) the workers melted away. 'Fo some exttait tlu' situa¬ 
tion was eased l)y the immigratio?! of the Irish. In this 
connection we should also lernemlxa' the great housing dilh- 
culiy in the areas where the lactori(‘s w^ei e springing up. 

The rapid i ncrease in the populatio n of England in the 
ninetee nth ce ntui v w'as due to a number of things. In the 
w'oonen and older industries abundance ol' labour did not 
provide an iiucaitive u» adopt machinery. The birth-rate 
now rose steeply owing to thc^ i ncrease in the number of 
I lia rpages in the ov cr-cr owxled towns, tin- fe ise of hndirig j obs 
for children in the^ tl # poor law^ which 
provided for the maintenanee of the children of the indigent 
worker. J'ar morc^important as the cause of increase of 
population w'as the fall in death-rate , particularly the rate 
ol' infant mortality. According to one estimate, the death- 
rate for children was halved betw^een 1750 and 1830. Purer 
water-supply and scientific midwifery accounted for this, while 
inoculation and the large supplies of I'resh food and vegetables 
and good milk which liecame available as a result of the 
Agrarian Revolution combined to lower the general death- 
rate. 


THE RF,SLILTS OF THE INDUSTRIAL REVOI.UTION 

Not only were the industries of England transformed re¬ 
markably during the Industrial Revolution, but a number of 
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new industries came into being. Before the days of this 
revolution pure cotton cloth was not made in England; nor 
did the island have a good steel industry. Now, besides the 
growth of a number of such principal industries, England 
witnessed the rise of a host of subsidiary industries which 
became important pillars of her industrial strength and served 
to maintain throughout the nineteenth century her lead in 
the race for industrial supremacy. 

The hundred years of experiment and hard work made 
the British artisans the most highly skilled in the world, and 
their products were in many respects unrivalled throughout 
the nineteenth century. 

The great material progress in the island, which made it 
the w<^rkshop of the world, caused an enormous expansion of 
its trade. More than ever England came to depend on 
overseas markets and foreign supplies of raw materials. 

The developments caused by the Industrial Revolution 
meant a good deal of upro oting. In the course of a century 
there was a mushnxjm growtii of factories in the north and 
north-western parts of the island, sometimes in areas which 
had been almost uninhabited. South Wales now became a 
great iron-making centre. This was possible because of the 
many people who left the crowded counties of the south and 
south-east for these areas. In 1700 the six most thickly popu¬ 
lated counties were Middlesex, Somerset, Devon, the West 
Riding of Yorkshire, lancolnshire and Norfolk, But by 1800 
the five most thickly peopled counties were Staffordshire, 
Warwickshire, Lancashire, Yorkshire and Middlesex. In 
Scotland a number of districts of Lanarkshire sprang forth 
into new prominence. The woollen industry of the west of 
England declined and Leeds and Huddersfield became the 
chief centres. England now became a predominantly industrial 
nation with a big ur]:)an population. In 1851 only about 17 
per cent of the working population of the island was engaged 
in agriculture whereas the percentage employed in the factories 
was 27. The population of Manchester, Liverpool, Sheffield, 
Birmingham, and I-eeds greatly increased. 

Another economic effect of the Industrial revolution w^as 
the d evelopme nt of transport in the eighteenth and early nine- 
teenth centuries. As in agriculture, here too it was a case 
of action and reaction. While the development of industries 
necessitated an improvement of England’s pit-ridden roads 
4 
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and the construction of canals, the development of transport 
in turn promoted the growth of the factory system by widening 
the market for machine products. 

The Industrial Revolution was attended by a r evolution 
in England’s commercial policy . As the English captains of 
industry had now no rivals they had no need for State aid, 
and began to clamour for the removal of State restrictions 
on production and trade. Their pressure demolished the 
tariff walls that had been erected by the mercantilists. The 
English Government adopted a policy of laissez-faire (of 
leaving industry and trade well alone). 

We shall now turn to the social effect s. For hundreds of 
workers who laid the foundation of Britain’s industrial supre¬ 
macy in the nineteenth century, the Industrial Revolution 
was a p yiod of endless sufferi ng. An American writer re¬ 
marks that compared to the lot of the English factory worker 
in this period that of the American negro-slave was in many 
w’ays preferable. In the conditions in English factories, Karl 
Marx, the father of modern communism, found a fund of 
illustrations for showing in his Das Kapitaf published in 1867, 
the iniquities of capitalism. The most agonizing spectacle 
in the English factory was the reinorseless exploitation of 
children under ten or often only six, and even four years old. 
Forced sometimes to work an eighteen hour day, these 
* creatures ’ were scarcely allowed the time to ‘bite a meal ’ 

‘ abominably cooked on the boiler itself.’ They worked, till 
overpowered by fatigue, they ‘ slept at their work upright ’ 
near the dangerous machines which frequently slashed off 
their tender limbs. During the night they were kept under 
lock and key by an infernal band of overseers to whom lifting 
tired children up by their ears and dashing them to the ground, 
or pouring water on them, were all part of the day’s work. 

Immorality was rife in factories overcrowded and over- 
heated wliere men and women were herded together. A con¬ 
temporary writer said that ‘ in Manchester an almost pro¬ 
miscuous intercourse prevails in the great mass of the people; 
insomuch that the magistrates attempt to check the increase 
of bastard children by inflicting stripes and imprisonment 
on the women who bear above a certain number.’ 

The monotonous work in the factories g reatly diminished 
the slfill and powers of a number of worke rs. Such tasks as 
the turning of a wheel or the pulling of a cord, done for 
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several hours a day, was an odious change to the worker 
who had come from the fields or worked at a handicraft in 
congenial family surroundings. His powers of adaptability 
were reduced by the narrow range of his work and he became 
useless for any other job. 

Another evil effect of the factory system was the paymen t 
of workers in truck . In the new industrial areas where there 
were few shops the employers started shops and forced the 
labourers to buy at them, often on credit. Workers lived in 
houses belonging to their employer. Within a few years many 
of them were bound to their master by debt. 

By keeping the worker away from his wife and children 
for long hours the factory system impaire d the happiness of 
family lif e. When he returned homelrom work he could do 
nothing but fall asleep. It was however argued that in some 
cases the fact that families were not cooped up for long hours 
in one room made for greater happiness. 

The hideous evils w'e have described should not blind one 
to the fact that most of them were not new. There is much 
truth in the statement that ‘ the factory system did not 
create new evils but merely revealed the evils which had 
long existed.’ We have already noted that large-scale pro¬ 
duction existed in England even before the Industrial Revo¬ 
lution. Even when production was carried on in homes there 
was considerable sweating of children and women by their 
elders. The Factory Commissioners of 1833 reported that 
hours of work were longer under the domestic system than 
in Factories, and that in the former work was inpre laborious 
and was often carried on under more unwholesome condi¬ 
tions. As regards wages, the unskilled workers got scanty 
remuneration in the factories, but their earnings in the 
domestic system were lower still. The evil of payment of 
workers in truclc existed even before the days of the factory 
system; the growth of the factories only made it more pro¬ 
nounced. Much has been written about the horrible living 
conditions in the new industrial cities, but life in these cities 
was not much worse than life amid the insanitary conditions 
of some of the old industrial centres. The French historian 
Elie Halevy asserts that the conditions of life among the 
poorer classes were really worse before the establishment of 
factories than they were in 1815. As* regards the other evils 
of the factory system, he observes about the cotton weaving 
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industries, Un bridled compe tition, ov er-production , periods 
of crisis, merciless s weating of the craftsman , all existed in this 
industry before the appearance of the factory. Yet these evils 
are universally considered as inseparable from the modern 
organization of commerce and manufactured’ 

In the days of the domestic system many of the evils were 
not apparent as there was no heavy concentration of labour. 
The massing of the workers in factories brought these evils 
to light, and caused the removal of some of the hardships 
over the years. 

The only new evils of the factory system were the effects 
o n health caused by the noise and speed of the machinery, 
in many factories dangerous machinery was left unfenced until 
the Government compelled the industrialists to protect the 
worker from injury. 

In a number of ways the factory system proved a great 
advantage to the worke r. As regards its effects on women 
an^ eWdren, Knowles observes: ‘ The ultimate effect of the 
factory system as regards children was to make their condition 
decidedly better. Probably the married woman was the most 

unfavourably affected.On the other hand, the factory 

system probably meant more independence for the young 
unmarried woman. Probably neither the single nor the mar¬ 
ried woman regarded it as a hardship to go into the factory^.’ 
The workers had great opportunities for gainful employment. 
Collective bargaining became possible, and this, in course of 
time, improved the remuneration for the workers and the 
conditions amid which work was carried on in the factories. 
In respect of working conditions the British Government 
revised its laissez-faire policy, even in the thirties of the nine¬ 
teenth century, and passed a series of Factory Acts which 
removed the revolting features of the English industrial es¬ 
tablishments. As Cunningham observes: ‘ If we compare 
the factory hand of the present day with the domestic worker 
as he really was in the eighteenth century it is hard to point 
out any characteristic trait, or any single circumstance in 
which he has really suffered®.’ In many respects such as 
wages and hours of work, he is far better. 


cit., p. 125. 

®0/>. dL, p. 97. * 

^The Growth of English Industry and Commerce^ Part II. 
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rush supplies to a number of Continental countries that were 
valiantly resisting the pressure of French arms. Besides mak¬ 
ing possible enormous British aid to European nations, the 
industrial changes created a great demand in the Continent 
for the cheap English products. When Napoleon strove by 
blockade to prevent the import of English goods to the 
Continent he encountered opposition which, in the end, 
brought about his downfall. 

The Napoleonic Wars necessitated the raising of a hp ge 
National Debt of more than 3{,‘600,000,000. This was pos- 
sible only because of the enormous growth in the island’s 
productive capacity. 

The revolutionary political effect of the Industrial Revolu¬ 
tion was parliamentarY reform . By causing a great shift in 
the island’s population it rendered inevitable a change in the 
already very defective electoral system of England. During 
the period of industrial changes some towns had decayed into 
hamlets, but they still had one or two representatives in 
Parliament whereas the new cities with thousands of workers 
had no representation. The middle clas s, whose importance 
increased because of the industrial changes, became the 
spearhead of the agitation for parliamentary reform and 
received the franchis e by the First Reform Act of 1832. 

As a result of this parliamentary reform a new industri al 
oligarchy began to wield great power and influence! It was 
s^iccesstul in getting measures, unpopular with landlords, 
passed by Parliament. Thus was inaugurated an era of 
bitter struggle between two great vested interests which was 
to bring many advantages to the toiling masses. 


Section 3. 

THE ECONOMIC CONSEQUENCES OF THE 
FRENCH REVOLUTIONARY AND NAPOLEONIC 

WARS 

The French Revolutionary and Napoleonic Wars, the most 
bitter of the struggles in which Britain was engaged before 
the First World War, created one of the worst eras of instabi¬ 
lity and unrest known to British economic history. For fifteen 
years' there were violent price fluctuations, speculative mania, 
widespread unemployment, agrarian unrest, crushing taxa- 
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tion, monetary difficulty, industrial slump, and financial 
panic. It is not easy to disentangle from the complex web 
oT economic phenomena in these years the effects of the 
conflict and the results of the Industrial and Agrarian Revo¬ 
lutions, but it is clear that besides intensifying the difficulties 
produced by industrial change the French Revolutionary War 
was also the direct cause of much economic unrest. 

Shortly after the outbreak of the war the fear of a French 
invasion caused a financial panic and there was a run on the 
Bank of England. In 1793 the Bank had to suspend cash 
payments, and until 1819 Britain remained on an inconvertible 
paper standard. When, to resume cash payments, the Bank 
began to accumulate gold in 1819 the sudden contraction of 
the supply of this circulating medium caused much distress. 

In die early years of the War, England took some of the 
French Colonies, and the contraction of the European market 
for British goods was offset by these acquisitions. When the 
Peace of Amiens was concluded in 1803, merchants began to 
harbour bright hopes, but these were frustrated by the out¬ 
break of the Napoleonic War and some of the merchants were 
ruined. In these war years, a good part of the English export 
trade was diverted from northern to southern Europe, and 
English cottons and linens flowed in large quantities to Africa 
and the Levant^ where, because of England’s command of tlie 
sea, French products had no entry. 

Napoleon put England under blockade in 1806. The Ber¬ 
lin Decree announced that any vessel carrying British goods 
to Europe would be seized, and the following year saw the 
Milan Decree, under which any neutral vessel which put in 
at a British port was liable to capture. Britain retaliated 
by the Orders-in-Council under which all ports which ex¬ 
cluded British goods were placed under blockade. In the 
face of British sea-power and cheap British goods the French 
blockade could not be completely effective. Through many 
a European island base the forbidden, goods reached the 
Continent. The vigorous measures taken to block the flow 
roused the people of Europe to revolt against the great con¬ 
queror. Even the severest measures of repression had rela¬ 
tively little effect. It cannot, however, be denied that al¬ 
though the blockade was not successful it caused a good deal 


1 Select Documents^ op. cit., p. 691. 
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of difficulty to British traders and depressed some industries 
for a few years. 

When hostilities ended, the cessation of war-time demand 
threw about 100,000 men out of wprk. Expecting a great 
increase in European trade, British manufacturers produced 
large quantities of goods towards the end of the war, but 
were disappointed when demand was slack owing to the 
trail of destruction which the French legions had left in 
several countries. The demobilization of the army in¬ 
tensified the evil of unemployment, and the plentiful supply 
of labour hindered the spread of machinery. For about 
fifteen years after the end of the war, British industries were 
in the doldrums except for brief spells of recover^'. Agri¬ 
culture also experienced a slump despite the Corn Law of 
1815 which ensured a price of eighty shillings on the home 
market for every quarter of corn. The violent fluctuations 
in the prices of agricultural produce now completed the rout 
of the yeomen, who had been hard hit by changing con¬ 
ditions. Distress in rural areas reached a high pitch of 
severity in some years and caused labour to flare up and 
declare what Cobbett called a ‘ rural wan’ In some villages 
there was rick-burning, which in 1830 became so serious that 
reference was made to it in the King’s Speech. 

There was such an orgy of speculation in these years that 
in 1825, in a debate in Parliament, regret was expressed at 
the ‘ rage and folly of the day,’ and ‘ the gambling mania 
which had seized all classes and was spreading in all parts 
of the country^.’ 

Although they suffered from the high prices, the condition 
of English labourers was now decidedly better than that of 
the Continental workers. During the war period, in 1799, 
trade union activity was made illegal, but labourers held 
secret meetings and after the war started an agitation for the 
legalization of trade unionism, which culminated in ,1825 in 
the relaxation of the Combination Laws passed in 1799 
and 1800. 

For several years after the war the burden of taxation was 
heavy, especially on the poorer people. In 1797 income- 
tax was levied on a graduated scale. Its abolition and the 

^ W. Smart, Economic Annals of England in the \9th Century^ Vol. II 
(182M830), p. 293. 
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removal of the war malt duties meant a loss of ^(^18 millions 
of revenue, but fresh taxes were imposed which brought in a 
revenue of millions. By 1821 the feeling against taxation 
in the country had become intense. In a debate in parlia¬ 
ment in 1822 Lord Liverpool spoke of the increase in the 
country’s ability to bear additional taxation, pointing out 
that it was shown by the growth of foreign trade, the effects 
of the enclosure bills, and the increase in the consumption 
of dutiable articles other than salt. But this view was un¬ 
acceptable to a nation which had endured more than two 
decades of ecoiiomic difficulty. The Opposition in Parlia¬ 
ment now made it their settled policy to attack taxation. 
‘ The system adopted by the Opposition seemed to be that 
of taking a round at every tax in the hope that with some one 
they might be able to succeed^’ 

Section 4. 

THE GOLDEN AGE OF BRITISH AGRICULTURE 
AND INDUSTRY 

AGRICULTURE 

Although English agriculture was deprived of protection 
in 1846, it entered its sunniest period in the two decades 
following 1850. This was due to various factors besides the 
Agrarian Revolution. The great wheat-producing countries 
of the world, which after 1870 poured their produce into 
the British market, were now involved in war and could 
not vigorously engage in world trade. In the sixties Ame¬ 
rica was torn by internal strife; Russia was just recovering 
from the Crimean War; and Germany, after attacking some 
of her neighbours, was mobilizing her resources for an offen¬ 
sive into the heart of France. English agriculture was fur¬ 
ther safeguarded by the prohibitive cost of importing wheat 
by sea. 

Prices were now gently rising as a result of the influx of 
^old from the Californian and Australian fields; while the 
pressure of both national and local taxation was less than 
during the depression at the close of the Napoleonic Wars, 
Wages were rising and the consumption of meat and bread 
was increasing. The extension oF railways was enlarging the 

* Ibid,, p. 35. 
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market for farm produce and cheapening the cost of machi¬ 
nery and other agricultural equipment. 

During these decades there was all-round progress in til¬ 
lage methods. The use of machinery was becoming very 
common. Threshers, chaff-cutters and turnip-slicers were 
adorning or disfiguring most farms with the appearance of a 
factory. The drainage of land was greatly improved, agri¬ 
cultural chemistry received a great deal of attention, and 
numerous breeds of sheep were established. Annual agri¬ 
cultural shows were organized by the Royal Agricultural 
Societ\% many county agricultural associations were function¬ 
ing vigorously, and information on up-to-date methods was 
being widely disseminated. 

The period, however, was not one of unmitigated prosperity. 
Agricultural wages were slow to rise, and since so many alter¬ 
native jobs were available labourers were deserting the 
countryside. As the conditions of sea travel were improved by 
the coming of the iron steamer, the more adventurous spirits 
among them left for the far off shores of California and 
Australia, where gold discoveries were now opening up 
dazzling prospects. 


INDUSTRY 

To British industry, also, the wars that distracted America, 
Germany and Russia, the influx of gold into England, and 
the construction of railways brought great prosperity during 
the years between 1850 and 1870* The market for British 
goods was widening both in Europe and Asia. Europe had 
fully recovered from the ravages of the Napoleonic Wars, 
and in a number of Continental countries there was now a 
swin^ towards freer trade. In Asia, Britain acquired Hong¬ 
kong and coerced China to open some of her ports to British 
products. 

A series of reforms carried out between 1830 and 1850, 
thanks to the exertions of a group of philanthropists, gave 
much rdief to labour. The employment position was satis¬ 
factory, and the trade union movement followed a quiet 
course. Wages rose steadily in urban areas and sanitary 
conditions inThe towns showed a marked improvement. 

“During these years English capital and manpower were 
streaming i^tpmany parfTof the world for the construction of 
railways and other projects. They brought Britain a huge in- 
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come every year and maintained her throughout the nine¬ 
teenth century in her position of supremacy in world trade. 

As with agriculture, the period did not bring unalloyed 
prosperity to industry. Two industries in particular expe¬ 
rienced great difficulties. The American Civil War cut off 
supplies of cotton for the Lancashire industry and created 
severe firiaricial difficulties for the millowners. But the 
ordeal was withstood, though recovery was slow. Lanca¬ 
shire turned to India for raw cotton, and this ushered in a 
short period of boom for the Indian cultivator. The other 
industry which underwent slump was the silk industry, which 
'owing to the Cobden Treaty with France was exposed to the 
f ull force of French competition. 

Summary 

Section 1« 

Causes of the Agrarian Revolution :— 

Increase in population in the eighteenth century and 
scarcity of corn. 

The fairly remunerative character of farming. 

Purchases of land by merchants and other moneyed men. 

The Industrial Revolution, by crippling the handicrafts, ne¬ 
cessitated improvement of agriculture, now the only source 
of income to the peasants; and by drawing peasants into the 
factories caused the introduction of machinery into farms. 

The New Agriculture :— 

Propaganda by Richard Bradley and Arthur Young. 

Jethro Tull’s Drill (1701) and deep cultivation. 

Lord Townshend’s Norfolk Rotation—the alternating of 
corn crops with clover and root-crops and the elimination 
of fallow. 

Coke of Holkham’s demonstration of the new methods. 

Improvement of drainage by Smith of Deanston. 

Improvement of livestock by Bakewell and Bates. 

The Second Enclosure Movement—Rare fencing by mutual 
consent—Private Acts of Parliament and the Statutes of 1801, 
1836, 1845, and 1852. Act of 1845 created a Board of 
Enclosure Commissioners and the Act of 1852 granted Parlia¬ 
ment’s sanction to all future enclosures. 

Royal support for the new methods—Model farm at 
Windsor. 
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Results of the Agrarian Revolution :— 

English agriculture became the best in Europe. Rise in 
rents. 

Increase in power and influence of the landed gentry. 

The yeomanry declined owing to lack of men in towns, 
the decay of handicrafts, the enclosure of the commons, the 
speculative character of British agriculture in the early nine¬ 
teenth century, and the high poor rates. 

Rural depopulation was the result of enclosures in well- 
tilled areas, but there was a temporary increase in population 
where waste lands were fenced. 

Class distinctions in rural society became rigid and agri¬ 
cultural labourers were highly discontented. 


Section 2. 

Factors which made the Industrial Revolution iiwvitable and 
possible in England :— 

Even before the Industrial Revolution there was capitalist 
organization of industry in England. 

The Industrial Revolution was made inevitable by the 
growing demand for British products and the acute scarcity 
of hands. 

Adequate capital and raw material^ political security and 
freedom of the English people made it possible. 

England’s other advantages, which her rivals lacked, were 
the proximity to each other of coal and iron in the island, 
big and efficient shipping, and a wider distribution of wealth 
than in France, which created a demand for cheap goods. 

England’s tariff policy aided industrialization. 

The Great Inventions :— 

Textiles: —Kay’s Flying Shuttle (1733) quickened weaving. 
Hargreaves’ Spinning Jenny (1767) accelerated spinning. 
Arkwright’s Water-frame made possible the production of 
pure cotton cloth, and Grompton^s Mule (1775), the produc¬ 
tion of muslins. Cartwright’s power-loom (1784) speeded up 
weaving. 

The cotton industry was revolutionized earlier as it was 
not a very old industry with traditional prejudices, scarcity 
of hands was more acute in it than in the woollen industry^ 
which was carried on in many hcaiies. 
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By the middle of the nineteenth century the woollen and 
the linen industries were revolutionized. 

After this the net and lace trades were transformed. 

Iron and Steel: —Darby of Coalbrookdale and his son smelted 
iron with coal in the eighteenth century. Henry Cort per¬ 
fected the puddling and rolling of iron, and Huntsman revo¬ 
lutionized the steel industry. Neilson’s hot blast (1828) greatly 
increased iron production. 

Coal Mining: —Davy’s lamp and exhaust fan made work in 
mines less dangerous. 

Watt’s steam engine (1782), which worked on a new prin¬ 
ciple, the rotary motion, ushered in the age of speed. 

The Development of the factory system :— 

Small workshops, water-power factories and steam-power 
factories formed the three stages in the growth of the factory 
system. 

Causes of its slow growth: —Employers hesitated to open 
factories because of opposition to machinery from labour and 
large capital expenditure. Workers were unwilling to give 
up work with their families in the fields where they got better 
remuneration. In the eighteenth century labour scarcity was 
a great difficulty, while in the early years of the nineteenth 
century rapid increase in population weakened the incentive 
to adopt machinery. 

Results of the Industrial Revolution 

Economic effects: —Remarkable development of old industries, 
starting of new principal and subsidiary industries, material 
progress and growth of trade. In the nineteenth century 
Britain was supreme in the industrial field. 

England became a predominantly industrial nation with 
a large urban population. The north and north-west parts 
became the important industrial areas. 

There was a revolution in agriculture and transport. 

The commercial policy of the Government was completely 
changed. 

Social effects: —Workers were over-worked and oppressed in 
the factories and paid in truck, but these evils had existed, 
often in worse form, before the rise of the factories. In the 
long run, the factory system improved the position of the 
worker. 

The middle class became very powerful. 
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The Industrial Revolution deserves to be so called both 
because of the suffering which it entailed and the extent to 
which it shattered the old order. 

Political effects :—England was greatly strengthened during 
her struggle with Napoleon. 

Parliamentary reform was made inevitable because the old 
thickly populated areas became deserted and large number 
of people in the new industrial cities did not have the franchise. 

The political influence of the new industrial oligarchy 
increased enormously. 

Section 3. 

The French Revolutionary and Napoleonic Wars created 
one of the worst periods of economic instability and unrest in 
British history. 

In 1793 there was a run on the Bank of England and cash 
payments were suspended. Till 1819 Britain had an incon¬ 
vertible paper pound. 

During the wars English trade was diverted from north 
Europe to the Mediterranean countries of the Continent and 
to Africa and the Levant. 

Napoleon’s blockade of England was not a success, but 
caused some depression in a few British industries. 

Depression in agriculture between 1815 and 1830 caused 
unrest in rural areas. 

Speculation was now rife, there was labour agitation for 
the legalisation of trade unionism, and taxation was oppressive. 

Section 4. 

Agriculture :— 1850-1870—the most prosperous period of Eng¬ 
lish agriculture, due to the absence of foreign competition. 

Prices were now rising gently, and there was an all-round 
improvement in methods of tillage. 

A bad feature of this period was the exodus of labour from 
the rural areas, as wages were slow to rise and many alter¬ 
native jobs were available. 

Industry :—British industry prospered enormously owing to 
the absence of foreign competition. The market for British 
goods was now widening both in Asia and Europe. 

Working conditions were now better, and wages were going 
up quickly in towns. 
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Two had features: —The Lancashire cotton industry 
suffered because of the American Civil War, which cut off 
supplies of raw cotton, and the silk industry was adversely 
affected by French competition. 

Chief Dates 

1733—Kay’s Flying Shuttle. 

1760-1830—The Agrarian Revolution. 

1767— Spinning Jenny. 

1768— Water-frame. 

1775—Crompton’s Mule. 

1782—James Watt’s Steam Engine. 

1784—Power-loom. 

1800-1819—^The heyday of enclosures. 

1836, 1845 and 1852—Enclosure Acts. 

1850-1870—The Golden Age of English Agriculture and 
Industry. 

Some Leading Dates in Contemporary Political 
History 

1756-1763—The Seven Years War. 

1760-1820—George III. 

1768-1770—Townshend’s customs duties and American 
resistance. 

1775-1783—^The War of American Independence. 

1793-1802—^The French Revolutionary War. 

1800—Union with Ireland. 

1803-1814—The Napoleonic War. 

1820-1830—George IV. 

1829— Catholic Emancipation. 

1830- 1837—William IV, 

1837-1901—Victoria. 



CHAPTER V 

THE VICTORY OF ‘LAISSEZ-FAIRE’ 

Section 1. 

TRADE, INDUSTRY AND THE COLONIES 

CAUSES OF THE ADOI'TION OF A POLICY OF FREE TRADE BY 
ENGLAND 

In the last quarter of the eighteenth century and the early 
years of' the nineteenth century, mercantilism was sharpl y 
c riticized bv the classical economist s—Adam Smi5i, Ricardo> 
James !K4ill, and others. Adam Smith, the father of modern 
economics, argued with great force in his Wealth of Nations, 
published in 1776, that each nation could secure maximum 
advantage only by concentrating on those lines of production 
for which it was best fitted by nature, and exchanging its 
surplus products for those of other lands. Protection would 
bolster up inefficient industries, but free trade would weed 
them out and compel each country to produce only those 
things which it could produce best. Adam Smith therefore 
wanted the demolition of the barriers to trade which had 
been erected in the Mercantilist Era. 

Early in the nineteenth century James Mill wrote his 
Commerce Defended, in which he contended that supply would 
always be equal to demand if there was no government 
restriction on exchange, and that the solution to the problem 
of gluts in the market lay in the adoption by the government 
of a policy of non-interference with trade. 

These works set a number of men thinking on lines opposed 
to mercantilism, but it is wrong to hold, as many writers have 
done, that England adopted a policy of free trade because of 
the preachings of the classical economists. Lipson observes: 

‘ There appear to be no valid grounds for the common 
assumption that the beginnings of free trade in England were 
due to the influence of Adam Smith. The b eginnings nf fre e 
trade were dictated by practical considerations in which 
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abstract doctrines of economic freedom did not have the 
influence usually assigned to them^.’ 

England did not give up protection until three decades 
after the publication of The Wealth of Mations, and even then 
only after much pressure from the industrialists. In the 
eighteenth century Pitt the Younger, the ardent disciple of 
Adam Smith, of whom it was said that he knew The Wealth 
of Nations better than its author, reduced the ad valorem duty 
on tea from 119 per cent to 12 per cent and concluded a 
free trade treaty with France in 1786. This march in the 
direction of free trade was halted by the French Revolutionary 
War, and on the c lose of the Napoleonic War s the most 
odious of corn laws was p assed^ It requireef about thirty 
years of intense agitation to compel the Government to remove 
most of the trade restrictions. 

One very important reason for the demand for free tra de 
was t he Industrial Revolutio n which Adam Smith did not 
foresee. England was the pioneer country of the Industrial 
Revolution, and this made her industrialists feel confident that 
if they were allowed to move their goods freely across national 
frontiers they could beat other nations in world trade. In 
1800 the London Chamber of Commerce presented to the 
government a historic petition which requested the abolition 
qf tariffs o n the ground that England had a monopoly of the 
new machine ry. 

Moreover, the increase in her exports and her adoption 
of the gold standard shortly after the close of the Napoleonic 
Wars necessitated the removal of protective duties. England 
could not compel her customers to pay her in gold for ever. 
If she had not permitted them to send their raw materials 
into England free of duty they would have been forced to 
reduce their purchases of English goods. To quote Sir 
Charles Morgan-Webb: ‘ From the p urely currency point o f 
view the adoption of free trad e by England was a fiiiprpm^y 
successful piece of currency managemen t^.’ 

Another 1 actor favourable to the removal of protective 
duties was the decline of the Portuguese trade at the beginning 
of the nineteenth century. 

A further event which necessitated a departure from mer¬ 
cantilism was the defeat of England in the War of America n 

^ Economic Histoiy of England, VoL HI, pages 114-116. 

* The Rise and Fall of the Gold Standard, p. 70, 
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Independence. Some of the navigation laws passed in the 
seventeenth and the eighteenth centuries had imposed restric¬ 
tions on the English Colonies. The discomfiture of the 
mother country compelled her to change her colonial po licy 
and r elax these regulatio ns. 

STAGES IN THE ADOPTION OF FREE TRADE 

After Pitt the Younger, the first important attack on protec¬ 
tionism was made by William Huskisson, President of the 
Board of Irade between 1822 and 1827. He was a moderate 
free trader and only abolished or reduced what he regarded 
as unnecessary duties. His most important tariff reform was 
the r eduction of duties on staple maniifarmre s. such as silk, 
wool and iron. The Navigation Acts, which were first 
relaxed in 1796 when the United States was allowed to send 
her goods to Britain in American ships, had now to be further 
modifie d because of the threat of retaliation by other nations. 
Huskisson concluded r eciprocity treat ies with a number of 
countries such as France, Prussia, Russia, and Sweden, grant¬ 
ing shipping concessions to them. The ‘ enumeration ’ of 
colonial goods was given up, and colonies were permitted 
to have direct trade relations with other lands. 

The next great advance towards free trade was registered 
when Sir Robert Peel was Chancellor of the Exchequer. 
Peel began as an avowed protectionist but gradually became 
convinced of the value of free trade. In 1842 his first free- 
trade budget r educed the duties on raw materials to five p er 
cent, on partly manufactured articles t o 12 per cent, and on 
manufactures to 20per cent. Next year the important 
change was made of re moving all restrictions pn the expo rt 
of machine s. Peel carried two years later (1845) his second 
free-trade budget which did away with ovpr 500 dutie s. 
Cotton imports were made free. The only raw materials 
still subject to import duty were tallow and timber. 

A still more momentous achievement of Peel’s was the 
repeal of the Corn Law s. These laws had been suspended 
in 1826, but the step was only temporary. In 1828 the slid¬ 
ing scale was introduced into the tariff on corn, but this 
failed to mitigate distress. Prominent in the onslaught on 
the Corn Laws was an aristocrat, Charles Pelham Villiers. 
The agitation gathered momentum only after the formation 
of the Anti-Corn Law Association in 1838 in Lancashire. 
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Next year it became a national organization, the Anti-Corn 
Law League , ‘ the most highly organized system of public 
propaganda that had yet been seen anywhere in the worlds* 
The Lancashire industrialists who had to face the demand of 
labourers for higher wages because food was so costly were 
the promoters of the League. They contended that the pre¬ 
vention of the free import of corn made foreign lands reduce 
their orders for English goods. The outstanding figures in 
the movement were Richard Cobden, a man of unflagging 
zeal and great persuasive power, and John Bright, the most 
brilliant orator of the day. Before a number of monster 
meetings they set forth their fervent conviction that the repeal 
of the Corn Laws was a moral as well as an economic question. 
It was to them a sure means not only to England’s prosperity 
but to international peace. 

The protectionists were greatly perturbed and appointed a 
Select Committee to go into the whole question. Its findings 
were fjEivourable to free trade and gave valuable material 
for use in the propaganda of the Anti-Corn Law League. 

In 1842 Sir Robert Peel relaxed the Corn Laws. Three 
years later Ireland was faced with the prospect of famine 
when the potato crop failed. Peel wanted to keep the ports 
open to free food until the danger had passed, but it was 
clear that if this step were taken the Corn Laws would never 
be restored. The Cabinet therefore rejected his proposal- A 
political crisis was now precipitated by Peel’s Whig rival, 
Lord John Russell, who in his Edinburgh Letter announced 
his sudden conversion to free trade in corn and denounced 
the Corn Laws as ‘ the bane of agriculture, the blight of 
commerce, the cause of penury, fever, mortality, crime among 
the people.’ Fearing that he would thus be put into the 
shade. Peel was anxious to introduce a repeal bill, but had 
to resign office because of the tenacious opposition of Lord 
Stanley. Lord John Russell, for political reasons, was unable 
to form a ministry, and Peel had to be recalled. In 1848 
Parharpe nt passed a repeal Bill wh ich p rovided for the 
gradual withdrawal ol the Laws until JB49 . when they 
would ce ase to be in force . This action made him unpopular 
with a large section of his party. ‘ Peel lost a party but 
won a nation.’ 


Ramsay Muir, Civilization and Liberty, p. 210, 
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Lord T ohn Russc lh who succeeded Peel, took the next 
step towards free trade. He r ^ealed ihe Navigation Ac ts 
in 1849 (excepting the clauses relating to coasting trade, 
which were not abrogated till 1854). The preference granted 
to colonial sugar was now annulled. 

The l ast vestiges of the m ercantilist structure disappeare d 
in the time of Gladston e. When he was Chancellor of the 
Exchequer in the ministry of Lord Aberdeen he removed the 
duties on 123 articles and reduced the duties on 133. In 
1860, as Chancellor of the Exchequer under Lord Palmerston, 
he discarded the duties on 360 articles, making England 
virtually a free-trade nation. 

A Bill was now introduced in Parliament for the abolition 
of the paper duty. It was rejected by the House of Lords 
which feared that cheap paper would impair the rich men’s 
monopoly of the Press. Gladstone effected an important 
change in financial procedure in order to get the measure 
on to the statute-book. He incorporated the various financial 
proposals for the year in a single Bill which the House of 
Lords did not venture to throw out. 

The crowning achievement of the free traders was the 
Cobden Treaty of 1860—a free trade treaty concluded with 
France, the stronghold of protectionism. 'Fhe agreement w^as 
concluded with Napoleon III, though, as Cobden pointed out, 
nine out of every ten Frenchmen were opposed to it. England 
now admitted French silk free of dut y, and France gave con- 
cession to English trader s. But ‘ the Cobden Treaty was 
not popular in England. The English regarded a commercial 
treaty as tampering with free trade, which was so obviously 
right in itself that it needed no bargain^.’ 


RESULTS OF FREE TRADE 

The new commercial policy caused an i mmediate and 
ra p i d increase in British trade Between 1840 and 1870 
British e xport s increased five-fold i and i mport s were nearly 
trebled . The phenomenal growth of trade required a great 
e xpansioji of English shippin g. The increase of the wealth 
of England r educed economic distres s and political agitatio n. 
The increase in the importation of corn brought down its 


^ L. C. A- Knowles, Economic Development in the Nineteenth Century, 
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price and resulted in considerable gains in real wage s to 
the labourer. 

Free trade had not, in its initial stag e, the bad effect on 
agriculture that the landlords had expected. The area under 
th e plough increased . Farming had actually been more risky 
under the C'orn Laws. Now the demand from a growing 
population, which was quickly getting richer, stimulated the 
farmers to adopt the best methods of tillage. 

The repeal of the Corn Laws s trengthene d the demand for 
factory legislatio n. The lead taken by the industrialists in 
the agitation for repeal infuriated the l andlord s, who there¬ 
upon decided to c hampion the cause of the urban worker s 
against their employers. 

Free trade caused England some d ifficulties after 1870 . 
By this time Europe and America had also witnessed an 
industrial revolution, and their products fl ooded the Engli sh 
market in the last quarter of the nineteenth century. In 
respect of trade policy England stood alone, while other 
nations were busily raising their tariff walls. The Great 
Depress ion in the last quarter of the nineteenth century was 
partly due to the ii Uensitv of foreign competitio n, and ncces- 
sitated state aid to English agriculture and industry. 

On the national finance, free trade had the important 
effect of i ncreasing direct taxation . In 1842 the i ncome-tax 
was reimposgd . and in 1853 de ath dutie s were levied to cover 
the deficit in the budget—a result of Gladstone’s tariff reform. 

‘ LAISSEZ-FAIRE ’ IN INDUSTOY AND OTHER SPHERES 

The repeal of the Statute of Apprentices (1756):— 

The English Government adopted the policy of Iqisse^ 
faire towards industry earlier t han towards commerce. The 
decrease in the authority oF the Privy Council impaired 
irreparably the existing machinery of industrial regulation. 
The growth of industry in the seventeenth century encouraged 
the entrepreneurs increasingly to oppose restrictions, and made 
it very difficult for the government to enforce the controls. 
The Statute of passed in the time of Elizabeth, 

became a dead letter in the first half of the eighteenth cen¬ 
tury, and was revoked in 1756 . This revolutionary step left 
the working classes in the lurch. 

Other n otable extensions of laissezfairey fexet: (i) the re¬ 
moval of restrictions on the export of gold in 1816; (ii) the 



86 ECONOMIC HISTORY OF ENGLAND AND INDIA [PART I 

abolition of the monopoly of trading companies; (iii) the 
removal of restrictions on emigration; (iv) the abolition of 
slavery in 1833; (v) the discontinuance of the allowance 
system of poor relief in 1834 (see Chapter XIII): (vi) the 
relaxation in 1825 of the Combination Laws which had 
curbed the freedom of the workers to combine in trade unions 
(see Chapter XII); (vii) the abolition of the monopoly of 
ioint-stock banking enjoyed bv the Bank of England (see 
Chapter Xy). 

The classical economists were, to some extent, the cause of 
some of these measures. J. R. McCulloch, in his Principles 
of Political Economy^ advocated the repeal of the Combination 
Laws, arguing that the grant to labour of the right to strike 
would not be harmful. By collective bargaining, he contend¬ 
ed, the workers could not raise permanently their wages 
above a certain limit. Any temporary rise above that limit 
would be followed by a decrease in the volume of employ¬ 
ment, and wages would then tend to go downwards. Some 
classical economists roundly denounced the allowance system 
of relief' to the poor. 

In addition to all this, the t eaching of the classical ec ono- 
mists had a powerful negative effect. It was for many years 
an important factor in pr eventing the p as sing of fa c^ry laws. 

THE NEW COLONIAL POLICY 

The New Colonial Policy was only an extension of the 
principle of l aissez-faire to the doma in of colonial administ ra¬ 
tion. The shock of defeat at theTiands of the American 
Colonies was a dire blow to the Old Colonial System. English 
statesmen began to feel that colonies would only maintain 
their allegiance to the mother country until they were strong 
enough to shake it off. Colonies were even described as 
‘ millstones round the neck of the mother country.’ 

Adam Smith criticized incisively the policy of controlling 
the economic life of colonies. He wrote: ‘ The inconv^eniences 
resulting from the possession of its colonies every country 
has engrossed to itself completely. The advantages resulting 
from their trade it has been obliged to share with many other 
countries^’ 

1 The Wealth of Nations, Vol. II. 
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The idea that the colonies were a liability ruled the minds 
of English statesmen between 1783 and 1870. During these 
years a small group of men who called themselves ‘ Radical 
Imperialists,’ which included, among others, Wakefield and 
Buller, preached the importance of colonies, and the ideal 
that the mother country and the colonies should become 
‘ partners in a new industry, the creation of happy human 
beings but the prevailing current of public opinion against 
the old system of restrictions was too powerful for it. 

The t wo great pillars of the old Colonial System —s lavery 
and p referential tariffs for colonial products—were now de- 
molishcd . The slave trade was abolished in 1807, and slavery 
in 1833. The plantation owners in the West Indies now 
found it very difficult to obtain an adequate labour supply. 
The abolition by Lord John Russell of the preference that 
had been granted to colonial sugar exposed this important 
colonial product to the furious competition of bounty-fed 
beet sugar from Europe. The West Indies and West Africa, 
which had pride of place in the Old Colonial System, entered 
on a period of acute economic difficulty. 

We have already seen that the N avigation Ac ts were 
relaxed during the French Revolutionary Wars and in the 
time of Huskisson, and were re pealed in 1849 . Colonies were 
allowed to trade directly with other lands and to enter into 
commercial treaties with them. 

The abolition of preferences created much discontent in 
the colonies, and for a w'hile there was some danger that 
Canada might cut herself away altogether from the British 
Empire. The English Government therefore adopted a more 
liberal policy in political matters. In 1867 Canada was 
declared a self-governing Dominion, with complete control 
over her internal affixirs. This was to a large extent the 
result of Lord Durham’s Report on Canada^ which is rightly 
regarded as a classic. 

The 
policies 

era the English Government reg ulated colonial trad e by 
navigation laws and s upprpsed the nascent industries in its 
possessions. In the era of laissez-faire the English Govern- 
ment repealed the Navigation Acts and ceased to control 
the economic life of the colonies. Under the Old Colonial 
System preferences had been granted t o certain colonial pro - 


may be summed up as follows; In the mercantilist 
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ducts , but under the new system the enumeration of colonial 
commodities was given up and preferential tariffs were dis¬ 
carded. The old colonial policy was one of greater attention 
to the * trading emp ire ’ based on the production of staple 
tropical products— as in the West Indies and West Africa— 
than to the ‘ colonial empire, ’ of countries such as Canada, 
which attracted English settlers. But the new policy brought 
the West Indies and West Africa down from their pedestal. 
Greater attention was now paid to areas like Canada and 
Australia, and this resulted in an enlargement of their political 
freedom. The old odious economic tie was now replaced 
by the stronger cord of a common political sentiment. 

Section 2. 

FACTORS IN ENGLAND’S INDUSTRIAL AND 
COMMERCIAL SUPREMACY IN THE 
NINETEENTH CENTURY 
Until the last quarter of the nineteenth century England’s 
supremacy in the industrial field remained undisputed. Even 
in the early years of the present century she was able to 
retain certain advantages over her rivals, f Her early star t on 
the road to industrialization, thehldll of her npprativpv: , and the 
j quality of her manufactures gave her a prc-cimnent position 
in world trade” In addition, England had an*^ bundaricc o f 
capita l and a world-famous financial organizati on. Through 
extensive foreign investments she had become the^greate^t 
rreditnr nation in the world. She way far ahea d of other 
countries in railway constructio n. Hei^ free trade poli cy, her 
9* large resou rces .^ple ntiful shippin g and hci^^political security, 
were other factors which gave her the leading place. England 
began industrialization nearly a century before the other 
nations. By the time others entered the field she already 
had many large-scale industries as well as numbers of subsidi¬ 
ary concerns. Moreover, long practice had made her artisans 
the most highly skilled in the world. ‘ The Lancashire cot¬ 
ton operative could work more spindles than any cotton 

operative in the world. During the nineteenth century 

British goods invariably stood for quality and workmanship, 
and Great Britain had difficulty in preventing other nations 
using her trade marks for their inferior goodsL’ The islanders 

^ L. C. A. Knowles, Industrial and Commercial Revolutions, op, ciU 

p. 163. 
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had a remarkable power of assimilation in industrial matters. 
Machines invented elsewhere were quickly adopted and even 
bettered. 

An important factor in this industrial supremacy was the 
continuous a ccumulatign of capita l in the country. The 
members of the rich and the middle classes had an ingrained 
habit of saving; among the labourers thrift was promoted 
by the co-operative societies, friendly societies and trade 
unions. The introduction of the limited liability principle 
and the growth of joint-stock banking v/ere highly favourable 
tojthe~mcrease of ca]^aT. 

The enterprise of England’s able financiers created in 
London a s uperb financial organization which promoted 
trade transactions in all parts of the globe when other nations 
lacked even a sound national financial system. The London 
money market was all-powerful in the nineteenth century, 
and the integrity of its allied institutions made the bill of 
exchange on London the world currency for trade. Chinese 
traders sending silk to America and American merchants 
sending cotton to continental Europe, all wanted to be paid 
through bills on London. This was partly because a draft on 
London could <*asily be converted into gold or its equivalent. 
The London houses'granted credit and enjoyed world-wide 
reputation because of England’s huge exports. All these 
made London the hub of international finance and world 
trade. 

English financiers and industrialists were willing to take 
a risk and they invested a lot of capital in America and else¬ 
where. England’s l ead in the construction of railways gave 
them a remarkable advantage. Their activities established on 
an unassailable basis England’s commercial connections with 
many" countries and opened out an ever-widening field for 
her enterprising shipowners and technicians. All these ia- 
visible exports brought her every year a rich return that not 
only Iqbricated her industrial mechanism but served to in¬ 
crease her political influence. What America is in the present 
century England was in the last—the biggest creditor in 
the world. 

By a wise commercial policy England maintained her posi¬ 
tion as creditor! We have already pointed out that protec¬ 
tion would have narrowed the market for her goods and the 
channel for her investments. England was on a gold standard 
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and her foreign debtors could not go on paying her in gold. 
She therefore allowed them to send their commodities into 
England freely, knowing that they could not compete where 
her mercliants were powerful. England’s policy was now in 
marked contrast to America’s policy in the inter-war period 
which brought about the downfall of the Gold Standard in- 
England in 1931. Even in 1816 Britain had a better know¬ 
ledge of international finance and trade than the United 
States had in 1931. She realized what the Macmillan Com¬ 
mittee was to emphasize a century later, namely, that p rotec¬ 
tion is an impossible policy for a creditor country on the go ld 
standard to adop t. 

rthe great n atural advantag e of Britain, which was a vital 
factor in her industrial supremacy, was her immense coa l 
resourc es. Her coal output was double the combined pro- 
duction in France, Belgium and Germany, and unlike in 
France it was nnt sratt^r^d and-ja ii. away from iron . Her 
large coal export s were a great benefit to her shippin g. She 
had to provide docks and other facilities for ships which 
carried coal to foreign ports. 

At one time during the century, more than half of th e 
world’s ocean-t£Qing tonnage was Briti sh. The English 
ship’s captain served as one of the best advertising agents for 
English products in the many ports and islands he visited. 

Throughout the nineteenth century^ Britain had the in¬ 
valuable blessing o f ppa/-/* at home while other great western 
nations were frequently torn by unrest. France was racked 
by a series of upheavals, the legacy of the French Revolution, 
In 1870 she suffered a crushing defeat by Germany and lost 
Alsace and Lorraine, rich in minerals, vital for war and 
peace. The outlook for her was bleak, and she was haunted 
by the fear of another German onslaught. Before 1870 Ger¬ 
many was only on the way to becoming a united nation. 
American industrial progress was held up by the civil war 
in the middle of the century. Hence British industry ha d 
no serious rival and continued throughout the century as the 
chief supplier in the overseas market. 

Summary 

Section 1. 

Causes for the adoption of a policy of free trade by England :— 

The teachings of the classical economists—not an im¬ 
portant cause. 
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The Industrial Revolution. 

The adoption of the Gold Standard by England. 

The decline of Portuguese trade. 

The War of American Independence. 

Slaves in the adoption of free trade :— 

(a) 'Fhe reforms of Huskisson, President of the Board 
of Trade (1822-27)—Reduction of the duties on staple 
manufactures—Reciprocity treaties and the relaxation of the 
Navigation Acts. 

(b) The reforms of Peel—1842 and 1845—^The two great 
free trade budgets—The repeal of the Corn Laws in 1846. 
(The Anti-Corn Law League was formed in 1839). 

(c) The work of Lord John Russell—Repeal of the 
Navigation Acts in 1849 and the abolition of preference on 
colonial sugar. 

The work of Gladstone—The budgets of 1853 and 1860 
and the perfection of the free trade system—The removal of 
the paper duty in 1861. 

The Cobden Treaty with France (1860)—French silk was 
admitted free of duty into England. 

Results of Free Trade :— 

An immediate and great expansion of trade and the 
lessening of economic unrest. 

Extension of the area under cultivation, and the wider 
adoption of better methods of husbandry. 

The strengthening of the movement for the passing of 
factory laws. 

After 1870, foreign competition and the Great Depression. 

Laissez-faire in industry and other spheres :— 

Repeal of the Statute of Apprentices in 1756, the repeal 
of the Combination Laws in 1825, the discontinuance of the 
allowance system of poor relief in 1834, the abolition of the 
monopoly of joint-stock banking held by the Bank of Eng¬ 
land—the most important of changes—: all to some extent 
due to the teachings of the classical economists. The classical 
economists also postponed the day of factory laws. 

The New Colonial Policy —‘ a policy of drift ’;— 

Repeal of the Navigation Acts (1849). 

Abolition of slavery (1833). 

Abolition of preference bn colonial sugar by Lord John 
Russell. 



92 ECONOMIC HISTORY OF ENGLAND AND INDIA [PART I 


Difficulties for the West Indies and West Africa, 

Greater attention to Canada and Australia, and the re¬ 
placing of the old economic tie by the stronger bond of a 
common political sentiment. 

Section 2. 

Britain’s i ndustrial supremacy in the nineteenth century 
was largely due to her early start in mass production. The 
efficiency of her artisans was unrivalled in the nineteenth 
century. 

Another reason for her supremacy was the steady accumu¬ 
lation of capital in the nineteenth century. 

London was the money market of the world and the 
sterling bill of exchange was the world currency of commerce. 

England constructed railways in other lands and became 
the world’s greatest creditor. 

Free trade helped her to increase her trade. 

Her coal resources and shipping were important causes of 
her supremacy. 

Political security was her great blessing and other lands 
lacked it. 

Chief Dates 

1776—Publication of the Wealth of jSfaiions. 

1839—I'he Anti-Corn Law League started. 

1842—Peel’s first great free trade budget. 

1845— Peel’s second great free trade budget. 

1846— Repeal of the Corn Laws. 

1849—Repeal of the Navigation Acts. 

1860— The Cobden Treaty, 

Some Leading Dates in Contemporary Polihgal History 
1783—Pitt the Younger becomes Prime Minister. 

1783-1870—The New Colonial Policy. 

1788—Trial of Warren Hastings. 

1832—The first Parliamentary Reform Act. 

1837—Accession of Queen Victoria. 

1841-1846—Peel’s Ministry. 

1852-1855—The Aberdeen Coalition Ministry. 

1855-1858—Palmerston’s first ministry. 

1861— Removal of the Paper Duty. 

1854-1856—The Crimean War. 

1859-1865—Palmerston’s second ministry. 

1865—Death of Palmerston. 



CHAPTER VI 

THE TRANSPORT REVOLUTION AND ITS EFFECTS 
Section I. 

CONSTRUCTION OF ROADS, CANALS AND 
RAILWAYS 

Many of the results of the Industrial Revolution mentioned 
earlier were greatly accelerated by the transport revolution 
in England during the eighteenth and early nineteenth cen¬ 
turies. When the industrial transformation of Britain began 
many roads were in such bad repair that travel to some parts 
of the island involved great difficulty and discomfort, if not 
danger. Without a striking improvement in the roads and 
the constru^on of a ncWork of canals , the distribution of 
l abour amon^ the vanous industries coul d riot have bee n 
carried very far. 

A marked difference between r oad construct ion in England 
and on the Continent was the absence of planning- in England. 
Roads in England were laid in a piecemeal fashion by hun¬ 
dreds of companies called turnpike trust s, which varied greatly 
in efficiency. The turnpike movement received a stimulus 
fr om the second Jacobite r ising of 1745 . when owing to an 
inadequate system of communication the Government forces 
failed to stem the advance of the Young Pretender on Derby. 
Between 1 760 and 1775 over four hundred Turnpike Ac ts 
were passed authorizing the trusts to build roads, but even 
some of these roads were very rough, and came in for sharp 
criticism by Arthur Young. 

The closing years of the eighteenth century and the early 
years of the nineteenth century saw i mportant innovation s 
in road construction. In the north, T ohn Metcalf made long 
stretches of good roads; Xdfbrdls roads had a good surface 
but lacked a solid foundation; while Macadam , his formidable 
rival, concentrated on th e foundation without bothering too 
much about the surface. ~At the tiine, Macadam’s ideas re¬ 
ceived much support, and a number of Telford’s roads were 
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macadamised. It was only in later years that Telford’s views 
became really influential. 

In spite of these improvements, the r oad system could not 
meet the exp andi n g factorie s. A 

number of industrialists decided that canals would provide a 
better means of quick transport Ihr heavv ^goods and bully 



Francis Eger ton (The Duke of Eridgewatcr) 

^ _ naterials . The first canal was built by Brindley between 
1755 and 1761. Financed by the Duke of Bridgewater, it 
ran from Manchester to the Duke’s colliery at Worsley. The 
price of coal in Manchester dropped sharply, and the Duke 
amassed a handsome fortune by its sale. Telford too devoted 
himself vigorously to the construction of waterways. By the 
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work of these two men and Rennie, another leading engineer 
of the period, Mancheste r was made p ractically a seapo rt 
by canals linking it w ith Liverpool and Runcorn. In the 
Midlands a whole network of canals was created—the 
Staffordshire and Worcestershire canal, the Oxford canal 
and the Grand Trunk canal, Brindley’s greatest achievement. 
During the last decade of the eighteenth century 2.600 miles 
of canal were completed in England and 225 in Scotland. 
Because of the many different concerns engaged in this work, 
the canals varied greatly in depth and other features as well 
as in the toll charged for their use. C'onsidering that the 
engineers were pioneers and that they had to overcome great 
difficulties and received no aid from the State, their work 
was no small achievement. 

In a number of places it was cheaper to build a canal than 
a road. The trans port of goods by wa ter was cheape r and 
faster. Towns grew rapid ly as large quantities of cheap food 
became available. The Manchester cotton industr y and the 
Cornwall pottery industry benefited greatly, and tlie growt h 
ofpc^ts w as also encouraged. 

After 1825, when r ail way _construction was pushed ahea d 
with great vigour, the prosperity of canal and road began to 
decline. The canal companies exerted some influence on 
Parliament and put obstacles in the wav of extension o f 
railway s. This greatly increased the expenditure of railway 
companies in making their preliminary arrangements. Rail¬ 
way construction in England was more difficu lt than else¬ 
where, partly because England was a pioneer and partly 
because s upeTstitious fear s and vested interests were power ¬ 
fully arrayed against the new system of transport. Many 
considered that railways would cause great harm to the 
countryside and an elaborate parliamentary enquiry was 
necessary before the task of building railways could begin 
in earnest. Because of these difficulties, the English railway 
system became the most highly capitalized in w/>gfprn 
worM . The cost of the preliminary proceedings was on the 
average ^(^4,000 for each mile of line built, nearly equal to 
the whole cost of railway construction in Europe. To this 
must be added the exorbitant price of lan d, which, for some 
railways, cost up to ;{^8,000 a mile. Capital expenditure was 
also much increased by Parliament’s i nsistence on variou s 
safety devices and very solid construction. 
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In contrast to Europe, railway building in England was 
left completely to private enterpris c> The r esult was patchy . 
Many short lines built in different areas failed to fit into a 
good national system and brought about ‘ th e battle _o f 
esT In European countries, where private capital was 
ed mostly for industrial development, the governments 
planned long-distance systems, from the start. Railways there 
were built largely for strategic reasons, as opposed to the 
English commercial incentives. Another peculiarity in the 
growth of English railways was their fierce rivalr y with th e 
canals and road s: elsewhere the canals were enlisted as 
feeders. The British railways were unique also in owning , 
for a long time, o nly part of the rolling stoc k. Private indi- 

EARLY USE OF RAILS FOR COAL WAGONS 



viduals or companies were allowed to run their own trucks 
and carriages until the railways were nationalized, though as 
early as 1839 a Select Committee reported against this 
practice. 

The main part of the modern British railw ay system 
emcrgccT betw^n and Private iron railways for 

the transport of heavy goods for short distances began in the 
eighteenth century, but the public line was laid down to 
link Croydon and Wandsworth in 1801. It was known as 
‘ The Surrey Iron Railway,’ and its wagons were drawn 
by horses, mules or donkeys. But it did not pay and after 
thirty years the company went into liquidation. 
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A great stimulus to railway building came from Stephenson , 
who built his first s team locomotiv e ‘ Blucher * in 181^ 
Eleven years later England’s first modern railway was laid 
down. The Stockton and Darlington Railway was the first 
to carry passengers and to use steam locomotives. Stephen¬ 
son’s real success was the completion of the Liverpool and 
Manchester Railway, started in 1826, which first threatened 
the prosperity of the canals. The construction of long¬ 
distance systems began in 1833, and within four years Parlia¬ 
mentary sanction was obtained for all the main lines out 
of London. 

The story of English railways reveals a striking instance of 
the influence of personality on economic history. The busiest 
stage in the construction of the railway system was brought 
about by the fervour of George Hudson of York who infected 
‘ peers and printers, vicars and vice-admirals.profes¬ 
sors and cotton-spinners.attorneys’ clerks and college 

scouts.... bankers, beer-sellers and butlers’ with a mania 
for railway shares. From 1845 to 1847 Parliament sanctioned 
more than 8,000 miles of railroad. Another resounding 
achievement of this ^ railway king ’ was the promotion of a 
number of amalgamations, of which the Midland—founded 
in 1844—was the most significant. 

In these years shipping too w’^as transformed, though^at sea 
steam powe r a ttained its mastery more slowly than on land . 
The first steamship sailed from Glasgow to Liverpool in 1815; 
four years later the American-built Savannah made its voyage 
across the Atlantic, partly under steam. But it was in 1833 
that the era o f oceanic steam navigation definitely began^ 
when the Great Western crossed the Atlantic in fifteen 
days. In 1861 the Scotia achieved another remarkable 
triumph when it covered the distance in nine days. 

EFFECTS OF THE DEVELOPMENT OF STEAM TRANSPORT 

Steam transport, by greatly c heapening raw material s and 
widening the market for British products, did much to 
s trength^i Britain’s jposition as the world’s workshop. On 
completion of the Stockton and Darlington railway, the price 
of coal at Darlington was reduced from 18Sf to 8s. a ton. 
In the middle of the nineteenth century English railway 
building stimulated railway construction in several parts of 
5 
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the, world and the enormous foreign demand for English 
material greatly benefited the iron and steel industry , In- 
dustry was also gr^gtly aided by the stimulus given to urban 
developm ent when f ood could be r apidly tra n sported from 
farm to factory . 

To facilitate investment of British capital in the new and 
wide fields opened up by steam transport and the mass 
movement of bulky goods swiftly over great distances, the 
d evelopment of complex financ ia l machinery was needed , and 
Britain was the one nation equal to the task. Her 
exchange firm s, discount an d acceptance house s and produc e 
e xchanges , all quickly widened and modified^ their methods 
to fulfil these new commitments. 

With the passing of a few decades, steam transport began 
to have a prejndigp] pflGprt on British economy by creating 
powerful foreign in the English market. With 

the lowering of transport costs, American and Russian cor n 
flooded the English market and caused grave d epression in 
English ^riculture . In the last quarter of the nineteenth 
century, English industries encountered growing competition 
from the United States and Germany. Britain began to lose 
her position as the sole workshop of the world, though as its 
carrier she still had no rival. 

In the era of cut-throat competition among nations, in¬ 
augurated by steam transport, the British government could 
no longer ignore English economic life . English agricul- 
turists badly needed protection during the Great Depression 
in the last quarter of the nineteenth century, and many 
English industrialists supported Joseph Chamberlain in his 
campaign against the laissez-faire policy which, in some 
quarters, had become almost a creed. In other ways, too, 
s team transport widened the sphere of State activit y. There 
sprang up a new class of powerful and militan t workers— 
the t ransport worker s—who by strikes could paralyse the 
n ational econom y. Often at loggerheads with their em¬ 
ployers, they sometimes forced matters to the verge of a 
serious economic crisis, compelling State interventin n. An 
equally important factor which now undermined laissez-fai re 
was the formation of giant industrial combines , which, when 
they did not hang together, waged fierce economic war with 
one another. When horizontal and vertical combine s were 
on the increase the ronsnme r could no longer prevail and 
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had to invoke the aid of fhet Sfatp. The trading class was 
now haunted by the spectre of a huge railway monopol y 
capable of bringing it to heel. Its frequent and loud outcries 
about unfair railway rat es combined with the persistent pres¬ 
sure of the canal companies to ti ghten State cont rol of railways. 

When steam transport transformed European industries 
and geared competition to an unprecedented severity, there 
was a n ew scramble for raw materials , and the Western 
powers rushed to carve out vast areas in parts of the world 
which had escaped enslavement. C olonies now acquired a 
new valu e and the British government was roused from that 
pessimistic torpor which followed the shock of defeat by the 
American settlements. As the century drew to a close, Joseph 
Chamberlain with crusading zeal preached the gospel of 
a new economic imperialism : and as European nations were 
wedded to close protection he denounced Britain’s ‘ open 
door’ policy and demanded Imperial Preference. Freed 
from Adam Smith’s ideal of ‘ world economics,’ to which it 
had adhered for aliout half a century, the English govern¬ 
ment now p mbndif»!d jn its rommercial policy this creed of a 
‘ New Constru^c tive jmjgerialism.’ 


Section 2* 


THE GREAT DEPRESSION 

AGRICULTURE ( 1874 - 1894 ) 

In the last chapter we said that the Great Depression in 
England in the last quarter of the nineteenth century was 
the result of the transport revolutions in a number of coun¬ 
tries. Before 1870 English agriculture was not threatened 
by foreign competition because transport costs were prohibi¬ 
tive and a number of foreign countries were at war. Now 
these wars were over. When the trans-continental railways in 
North America opened up the great wheat-bearing prairies, 
United States and Canadian wheat poured into the English 
market in such quantities as to cause an alarming decline 
of English husbandry. To the dismay of the agriculturist, 
left to struggle without State aid at a time when his foreign 
counterparts were secure behind high tariff walls, meat and 
dairy products were also imported in large quantities. In 
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the ninetie s, the price of whea t on the English market was 
55 per cen t below what it had been in the sixties, and the 
prices of oats and barley took a similar plunge. 

The fall in the gold price of silve r, caused by France and 
Germany giving up minting silver coinage, i ntensified th e 
competitio n from si l ver-stan dard countries, w hile labour trou* 
bles . u nlair railway rates , and TFiT Tfnstility oF nature , con¬ 
fronted the English farmer with a grim prospect. 

During this period the ffill in the demand for produce 
increased the difficulties of the English agriculturist. Because 
of failures of business firms and banks, and the difficulties of 
England’s industry, trade was bad and the market for agri¬ 
cultural commodities deteriorated. 

Unlike the depression witnessed between 1815 and 1835, 
this slump was more steady; it got worse for about fifteen 
years and was consistently bad for a decade. There were 
now no violent price fluctuations. 

The slump was most severe in the south and east, and least 
in the north-west and south-west. Rents reached a low level. 
Much land went out of cultivation and a number of farmers 
became bankrupt. Arable land, which constituted in 1871-75 
58.6 per cent of the ‘ cultivated area ’ had contracted to 
46 per cent by 1906, the area under wheat and barley form¬ 
ing the greater part of this shrinkage. Much of this land 
reverted to pasture. According to Sir Inglis Palgrave 
the t otal loss of capital and profi ts suffered by the English 
agricult ujdsfs between 1875 and 1905 was 1,600 
ijullipil- 

The following table gives the figures of home and foreign 
supplies of wheat per head of the population during the 
years of the depression. 


Years 

i 

Home supply | 
(bushels) 

Foreign supply 
(bushels) 

1870-71 

3.33 

2.05 

1875-76 

2.19 

3.36 

1880-81 

1.95 

3.72 

1885-86 

1.58 

3.28 

1890-91 

1.86 

3.96 

1 
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The diminution in 

the area under corn 

is shown below^. 

Years 

, Total acreage 
under corn crops 

Total acreage 
under wheat only 

1870 

1 7,570,279 ! 

i 3,247,973 

1875 

7,528,543 

3,128,547 

1880 

6,993,699 

2,745,733 

1885 

6,569,105 

! 2,349,305 

1890 

6,281,494 

1 2,255,694 

1895 

5,718,997 

1,339,806 

1898 

j 5,731,463 

1,987,385 


The small farmers and agricultural labourers were very 
badly hit by the depression. At the time when the remune¬ 
ration for almost every other class of* workers was rising, the 
wages of the agricultural labour er were going dow n. By this 
time the t rade union movement had spread to the countr y¬ 
side and the agricultural labourers clamoured for better 
wages. When they could not get lhei»' demand satisfied they 
left for the towns or the far offshores of Canada and Australia. 

'rhe Great Depression was the subject of investigation by 
two commissions; one which sat under the Duke of Richmond 
in 1882 and the other w^hich carried on enquiries between 
1893 and 1897 under Lord Eversley. As foreign competition 
in fruits, vegetables and dairy products was not so severe as 
in grain, Lord Eversley’s commission recommended to the 
British farmer that he should concentrate on market garden¬ 
ing, fruit-growing and dairy-farming. The suggestion was 
followed by a large number of English agriculturists. Because 
of the fall in the price of corn Englishmen had more money 
to buy fruits and vegetables. Fruit-growing was also stimu¬ 
lated by the rise of jam factories. The consumption of 
milk increased; consequently Britain’s dairy herds went 
UP by over half a naillion between 1871 and 1910. As the 
imported meat was~infenor in flavour to home-bred meat 
the home output had a large demand. The acreage under 
fruit now expanded by about 65 per ce nt. The important 
fruit that now came to be grown widely was the tomato. 
It had been a rarity before the days of the Depression. 

Another effect of the Great Depression was the r eaction 
a gainst lausezif(^ire. Such was the distress of the agriculturist 

^ Sir Robert Giffen, Statistics (1898-1900), p. 121. 
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that the English government could no longer be a passive 
witness of his life and had to adopt, for the improvement of 
English agriculture, a nu mber of measures like the Small 
Holdings Acts . 

By the turn of the century agricultural prices recovered, 
and in 1910 the English farmer was seeing the first signs of 
reviving prosperity. 


INDUSTRY (1873-1886) 

The G reat Depression in industr y was the re sult of foreig n 
c ompetitio n, c ertain invention s which necessitated a change 
from iron to steel and the alteration of trade routes due to 
the opening of the Suez Canal. 

After 1870, Germany witnessed an industrial revolution 
and under Bismarck began rapidly to forge ahead towards 
industrial supremacy. German industries received an ample 
measure of Government aid and German competition became 
a serious factor in the English market. The United States 
also now became a rival to England in the marketing of 
manufactures. 

Hitherto Britain had a very vigorous entrepdt trade. But 
when the Suez Canal was opened and railways linked Ger¬ 
many with the Mediterranean countries, goods which had 
been reaching England by the Gape route, before they were 
despatched to northern Europe, now went to Italy and, by 
the overland route, were carried to Germany. 

T wo industries now suffered very much. The iron industry 
was prejudicially aliected by the ch ange from iron to ste el. 
In 1855-56 Henry Bessemer discovered a wonderful process of 
making cheap steel known as acid stee l. It made possible 
the production of malleable iron and steel without resort to 
puddling. The molten pig iron was run directly into a 
converter which burnt out impurities and gave malleable 
iron or steel, by the elimination of carbon, in just the required 
measure. BessemeiLSteei was stronge r, of g reater durabili ty, 
and co uld be made in larger quantitie s and more cheaply 
than pig iron. The phosphoric iron ores could not be 
treated by the Bessemer method and hence England had to 
import large quantities of non-phosphoric ore from Spain 
and Sweden. The elimination of phosphorous was achieved 
by Thoma s and Gilchris t. The country which most benefited 
by their invention was Germany which had abundant sup- 
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plies of phosphoric ores in Lorraine. The Industrial revolu¬ 
tion in that country now gathered great momentum. Yet 
another important invention of this period was the ‘ open * 
h earth process ' of Siemens, who, by a shallow furnace, made 
basic steel . This method was superior to the Bessemer pro¬ 
cess for producing the mild steel required in ship-building. 
All these inventions closed the epoch of iron and u shered in 
t he age of steel . But the rapid ending of the iron age was 
a grave blow to England which had the largest iron industry 
in the world. This had now to be scrapped. Other coun¬ 
tries rapidly developed steel industries when Britain was 
doing away with her iron industry. 

The other industry which was unfavourably affected now 
was shippin g. The change from iron to steel and from the 
s ailing ship to the steamship meantTarge-scale dismantling 
of ships. Added to this was the difficulty caused when, 
because of the opening of the Suez Canal and the s horten ing 
nf t he trade route linking the West with the Far East,~the 
supply of s hips in the world was in excess of that neede d. 
When foreign countries started a number of steamship lines 
freights slumped to an alarming extent. As a remedy, the 
ship-owners comBined in rings in the eighties and the 
nineties. 

It would be a mistake to Jjiink. as is often supposed, that 
the Great Depression was a period of unrelieved r evenges, 
‘ The most authoritative statistical investigations indicate 
that the rate of real economic progress was greater in the 
period 1875-1896, when prices were falling and recorded 
unemployment averaged per cent, than in 1896-1914 when 
prices were rising and the average unemployment percentage 
was just over three^.’ Dr. Jones, a statistician, has pointed 
out that in the British cotton , iron and steel, and b uilding 
i ndustr ies, a verage real output a head was rising till abou t 
19Q0 and became stationary after the opening of the present 
century. 

During this period the volume of England’s i mports expand - 
ed and its exports shrank . When therefore Joseph Chamberlain 
began his propaganda for a policy of protection of home 
industries, he received wide support from many manufactur¬ 
ing interests. 

^ G. P. Jones and A. G. Pool, A Hundred Tears of Economic Develop* 
ment, p. 196. 
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The following table shows the pattern of England’s foreign 
trade at this time: 


Imports {£ million) 


Years 

Manufac¬ 
tured arti¬ 
cles 

Partly 
manufac¬ 
tured arti- 

Raw 

materials 

Food¬ 

stuffs 


cles 


1 

1870-74 

37 

26 

143 

139 

1875-79 

48 

27 

126 

172 

1880-84 

55 

28 

141 

183 



Exports {£ million) 


Years 

1 Manufac- 
1 tured 1 
j articles i 

Partly 

manufac¬ 

tured 

articles 

Raw 

materials 

! Food- 
1 stuffs 

1870-74! 175 : 

37 

13 


1875-79! 152 i 

28 

11 

9 

1880-84! 178 i 

30 

14 

i 10 


“Totar 
inclusive 
of non- 
classified 
articles 

346 

375 

408 


Total 
inclusive 
of non- 
classified 
articles 


235 

202 

234 


Section 3. 

REACTION AGAINST ‘LAISSEZ-FAIRE’ 

We have said that Britain’s industrial supremacy was 
challenged after 1870 by Germany and the United States. 
Both these countries, by adopting a policy of close protection, 
developed their industries at a pace that outstripped the rate 
of Britain’s progress. France too, though lagging far behind 
Britain, was accelerating greatly her industrial advancement. 

In 1870-74 the United Kingdom’s output of pig iron was 
greater than the combined output of the United States, 
Germany and France, but in 1900 it was only two-thirds of 
that of the United States. By 1913 Bri tain was lagging behind 
Germany. I n steel production she was outclassed . Shortly 
after 1890 German steel production drew level with Britain’s 
and doubled it in 1908. A little later Germany ousted 
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Britain from her position as the chief steel exporter. In the 
early years of the present century the American steel output 
shot up remarkably and overtook the British. Br itain lost 
In her rivals in rf>a i production to o. 

In the seventies Britain was producing two-thirds of the 
world’s output, but by 1913 her quota had shrunk to a 
quarter. The United States now occupied the top place. But 
till the First World War Britain maintained her position as 
the principal exporter of coal. 

In the years following the First_Wnrlfl War, the United 
State s further tmtdistanced Britain. In 1929 the British 
steel output as weTT^lief pg iron output was only one-sixth 
t hat of the Unit ed States. 

Britain’s l ead in the textiles was also hotlv contested in 
the early years of this century. In the eighties she had 54 
per cent of the world’s spinning capacity, but in 1913 she had 
only 40 per cent, with America running a close second. After 
the First World War the development of the cotton industry 
in India and Japanese competition caused a great decline in 
Britain’s share of the far eastern markets. B y 19J[3 Germany 
and America cauuht up Britain in the expo r t of machin g-y. 
It was m s hip-buildin g that B ritain held her lead most 
s uccessfull y. 

More disquieting than the decrease of Britain’s share of 
the world market for the products of the older staple industries 
was her la gging far behif id her rivals in the development of 
a number of new industrie s. Foreigners surpassed the British 
in inventions. In the motor indust ry and electrical manu ¬ 
facturing. Britain’s performance compared ill with those oi 
her redoubtable rivals, Germany and the United States. 

We have said that^Britain adopted the policy of laissez-faire 
mainly because of the confidence of the English industrialists 
in their ability to beat foreign nations in the world market. 
A fter 187 0 G ermany a nd the United States were not only 
threatening Ehglana’s position in foreign markets, but their 
commodities even i nvaded the English market.. Consequently 
there was a change ot attitude m the English captains of 
industry, many of whom inclined to Joseph Chamberlain’s 
way of thought when in 1903 he called for tariff reform. 
Thus, important c auses for the reaction against laissez- faire in 
England were the tr ansport revolutio n, which led to the rapid 
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development of industries in United States and Genn^any, 
and t he Great Depression in Englan d. 

In another way, too, German competition undermined 
faith in laissez-faire. A number of English t heoretician s^ who 
had been contending that Slate intervention in industry would 
only hamper production, were now confronted with a rapi d 
e xpansion of G erm an industri es under th e stimulus of State 
aid and re'gulatio n. 

In Britain, too, there were d evelopments to disprove th e 
dogmas of the laissez-faire champions. Humanitarian con- 
siderations had forced the English Government to pass a 
number of factor\^ laws even before 1870, and it was clear 
that production was not prejudicially affected by those 
measures. The Trade Commission of 1886 believed that 
'^such legislation was not a cause of the Great Depression. 
Moreover, English coal-mining and cotton industries were 
the two most highly regulated industries, but their products 
formed the two most valuable exports. 

In the last quarter of the nineteenth century England 
was ploughing a lonely furrow. The world was becomin g 
protectionis t. On the Continent the growth of aggressive 
nationalism made people increasingly attentive to Friedrich 
List’ s argument in favour of protection. There, strategic and 
sentimental considerations led to a great raising of the tariff 
walls. Even the English self-governing colonies were resort¬ 
ing to protection. In the face of all this it was difficult for 
the English Government to continue the policy of Olympian 
aloofness in respect of most economic matters. 

The gr owing str ength. of trade unionism , the activities 

of the radical elements among the working-class, and the 
rise of giant industrial combinations n ecpsitated a dep arture 
fr om the principles of taissez-fair e. The State had to regulate 
wages and working conditions to an increasing degree, at 
least for the purpose of cutting the ground from under the 
feet of the militant section among the proletariat. Some of 
the combinations that now came into existence were inter¬ 
national, and that was all the more reason for State inter¬ 
vention. We have said that an important form of combina¬ 
tion which necessitated State intervention was the railway 
amalgamations which constituted a great threat to commercial 
interests. 
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St ate regulation of economic life was also stimnlateH hy 
the rapid march of science . The scale of scientific research 
required to keep the nation in the van of industrial progress 
required co nsiderable State financial a id. 

To these tendencies, making for increased State regulation 
of economic life, momentum was added by the propagand a 
of the neo»protertioni?fty led by Joseph Chamberlain. Origi¬ 
nally they had made a sentimental appeal to the nation by 
pointing out that imperial unity could be promoted by treat¬ 
ing the empire as one fiscal unit that should be marked off 
by tariff walls from the rest of the world. Protection of home 
industries later became the important plank in their pro¬ 
gramme. Tariff reform was rejected at the polls in 1906. 


but the influence of the protectionists was increased by world¬ 
wide economic and scientific tendencies against which the 
English electorate could not for long hold out. 


Summary 

Section 1. 

Many of the results of the Industrial Revolution were 
greatly accelerated by the transport revolution. 

In the eighteenth century roads were constructed piecemeal 
by hundreds of turnpike trusts. Towards the close of the 
century and the early years of the nineteenth century, Metcalf, 
Telford, and Macadam constructed roads in several parts 
of England. 

To facilitate the quick transport of bulky articles, 2,600 
miles of canals were constructed in England in fifty years 
by a number of companies. The Manchester cotton industry 
and the Cornwall pottery industry were greatly benefited. 

By 1830 the prosperity of canals was threatened by railways. 
The English railway system was the most highly capitalized 
in the west. Unlike the European system it was built by a 
number of companies in short stretches for commercial and 
not strategic considerations. 

The main part of the modern railway system emerged 
between 1820 and 1845. Two important figures, Stephenson- 
and George Hudson, the ‘ railway king,’ were responsible 
for this. 

In these years steam also revolutionized shipping transport. 
In 1861 ‘ Scotia ’ crossed the Atlantic in nine days. 
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In the short run Britain’s position as the workshop of the 
world was strengthened. New financial machinery was 
evolved to facilitate the rapid movement of goods and the 
investment of British capital in foreign lands. 

After a few decades steam transport brought furious inter¬ 
national competition and there was a great depression in 
Britain in the last quarter of the nineteenth century. This 
caused a reaction against Iaissez-faire» The emergence of a 
new class of powerful workers, the transport workers, and the 
growth of monopoly also necessitated State intervention in the 
economic affairs of the people. 

Colonies now acquired a new value and Britain adopted a 
policy of new constructive imperialism.’ 

Section 2. ^Tkc 

Causes :—Foreign competition due to the development of 
steam transport and the ending of wars in a number of 
wheat-producing countries. 

The deterioration of the domestic market. 

Fall in the gold price of silver owing to demonetisation of 
gold in France and Germany. 

Labour troubles. 

Unfair railway rates. 

Bad harvests and cattle diseases. 

Character of the depression :—It was more steady than the 
slump between 1815 and 1836. No violent price fluctuations. 

Most severe in the south and east of England. 

Great fall of rents. 

Much land reverted to rough pasture—The total loss of 
capital and profits to English farmers was 1,600 million. 

Small farmers and agricultural labourers were very ad¬ 
versely affected. Emigration to Australia and Canada. 

Results :— 

Concentration by the English farmer on market-gardening, 
fruit-growing and dairy-farming. 

Reaction against laissez-faire and State aid to agriculture. 

The Great Depression in Industry /f73-^ 

Causes :—Foreign competition, especially German competi¬ 
tion. 

Inventions necessitating change from iron to steel and from 
the sailing ship to the steamer. 
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Alteration of trade routes due to the opening of the Suez 
Canal which adversely affected England’s entrepdt trade. 

Character :—The Iron industry suffered because the inventions 
of Henry Bessemer, Thomas and Gilchrist and Siemens made 
steel very cheap. They also promoted industrial revolution in 
Europe and created intense foreign competition. 

The shipping industry suffered because of the above- 
mentioned causes and the competition of foreign lines. The 
English navigation companies combined into rings. 

The period of the ‘ Great Depression ’ was not one of un¬ 
relieved distress. There was economic progress. 

Result :— f _ / ■'■)( ( 

Reaction against laissez-faire. i 

t 

Section 3. ^ Jcxi 

After 1870 Britain was losing in a number of ways the 
industrial and trade supremacy which she had enjoyed. 

By 1913 German pig-iron and steel production outstripped 
that of Britain. The United States also overtook Britain. 
In coal production the United States ousted Britain from her 
foremost place by 1913. In the years following the First 
World War Britain was further outdistanced by the United 
States. Britain’s lead in the textiles was disputed in the 
early years of the twentieth century. After the First World 
War she lost a good portion of her eastern markets. In the 
export of machinery, too, Germany and the United States 
equalled Britain by 1913. Only in ship-building was Britain 
supreme. She was deficient in a number of new industries, 
such as the manufacture of motor-cars, and electrical goods. 

Causes for the reaction against laissez-faire:— 

The transport revolution and foreign competition especially 
the German competition—The Great Depression in England. 

Humanitarian considerations. 

The solitariness of Britain as a free trader. 

Certain internal developments such as the growth of trade 
unionism, industrial combinations and railway amalgamations. 

The march of science. 

The propaganda of the neo-protectionists. 
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C 4 HIEF Dates 

1755-1761—The construction of the first canal by Brindley. 
1801—^The first public railway constructed. 

1820-1845—The main part of the British railway system 
completed. 

1826—The Liverpool Manchester Railway was started and 
was the first rival of the canals. 

1855-1856—Henry Bessemer discovered a new process of 
making steel. 

1869—The Suez Canal opened. 

1874-1894—Great Depression in agriculture. 

1873- 1886—Great Depression in industry. 

Some I.eading Dates in Contemporary Political 
History 

1833—Slavery abolished. 

1848—Revolutions in Europe; failure of the Chartists. 

1867— The Second Reform Act. 

1868- 1874—The first Gladstone Ministry. 

1874- 1880—The Disraeli Ministry. 

1878—The Congress of Berlin. 

1880-1885—The Second Gladstone ^linistry. 

1882—The British occupation of Egvpt. 

1884—The Third Reform Act. 



CHAPTER VII 


STATE INTERVENTION IN AGRICULTURE 

LEGISLATION TO PROMOTE SMALL-SCALE FARMING 

In the chapter on the Great Depression, reference was made 
to the development of fruit-growing and market-gardening 
in England after 1870. While these forms of production called 
for a good labour supply, in some counties there was an 
acute labour scarcity. During the Great Depression, many 
workers had left the countryside and some had gone overseas. 
This produced an a gitation for the creation of small holdin gs 
that would attract and keep a number of w’^orkcrs on the lan d. 
Such holdings, it was clear, co uld be created only by some 
public author ity. As big tenants "paid fen^"more'fe^^^ 
than the small ones landlords were not inclined to start the 
small holdings movement. The State favoured this movement 
thanks to Joseph Chamberlain and Jesse Collings. 

After the publication of a report recommending specific 
steps for the creation of small holdings by a parliamentary 
committee under the chairmanship of Joseph Chamberlain, 
Parliament passed in 1892 a_^m^l Holcfings Act. The mea¬ 
sure authorized county councils to borrow money from the 
Public Works Commission for buying lands (not compulsorily) 
and to sell them in parcels of from one to fifty acres. The 
terms of purchase were made easy; loans given for the pur¬ 
pose of buying these small holdings could be repaid over a 
period of fifty years. The Act proved a dead letter because 
of the apathy of the county councils and the absence of a 
central organization to rouse them into activity. 

A more important measure was passed in 1^9Q8=^the Sm^Jl 
MolHin gs and Allotments Act . County councils were now 
empowered to buy land, by” compulsion if necessaty, and 
submit the price to arbitration. It was provided that in the 
event of their remaining inactive, the Board of Agriculture 
could take it up. The councils were to receive Government 
grants for legal and other preliminary expenses and loans at 
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low rates of interest. While it was stipulated that the local 
authorities should ncit incur a loss by their transactions, they' 
were not expected to make any^ profit. The Act enjoyed s( 2 me 
measure o f success. By the end of 1914, 14,000 small hold¬ 
ings averaging al)out fourteen acres had been created. This 
was impressive w'hen we remember that the local bodies con¬ 
sisted largely^ of men w'ho disagreed wath the principles that 
underlay the Act of 1908. The results achieved must not 
howex er ])c ‘ overrated as an episode in agrarian history.’ 
It mtist be noted that while the number of these Government 
sponsored holdings increased, the total holdings of 1—50 acres 
in the country had decreased. Moreover, under the Act, 
small holdings were created just in those counties where 
small farms were already a proved success^. 

'rhose responsible for the measure intended that ag ricult ural 
l abour ers should take up tlie cultivation of the small holdings, 
but a majority o f men who eml)arked on the task did not 
bdpng j^^ To some of them this w’^as the last 

refuge in their (Hiequered career. No wonder the results 
w'ere unimpressive. To quote Dr. Clapham: ‘The cultiva¬ 
tion of'many of these holdings was merely a copy, cm a small 
scale, of large farming practice, whereas the I'eal interest of 
the small holder lies in a certain degree of specialization-.’ 
Another serious hindrance to the success of the movement 
was the high cost o f luiilding houses near the place of the 
holdings. 

A greater measure of success attended the effcjrt to create 
allotments (holdings of a quarter to three-quarters of an 
acre which could be cultivated by lal)ourers in their spare 
time). The Allotment Extension Ac^ of 1882 empowered 
local authorities to buy land aiidTtTTt out in allotments; 
in 1887 they were compelled to do so and in 1894 the power 
was transferred to the newly created parish council. By 
1909 the area of allotments was 18,000 acres. It increased to 
33,500 in 1914. During the First World War the number 
was augmented as a defensive measure against the submarine 
menace. 

In the period following the First W’^orld War three measures 
were enacted for the purpose of creating small holdings 


*J. A. Venn, The Foundations of Agricultural Economics, ip. 133. 
^J. A. 0\2Lph2tm, Economic History of Modern Britain, Vol. HI. 
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(Land Setllement Act of 1919, Small Holdins^s and Allot¬ 
ments Act, 1926, and Agricultural Land Act of 1931), but 
financial reasons prevented any vigorous action. 

OTHER STEPS TAKEN BY THE GOVERNMENT BEFORE 
1914 TO PROMOTE AGRICULTURE 

Bei bre 18 73 in vestment of capital in la nd l)y tenant-f arm ers 
was d iscoiLr aeed [)ecause they could he evicted at short notice 
withe)ui the pay ment fif compensation. I’litm* pei siti on was 
iiTipr ove d hy a series of tenancy Acts passed in 1875, 1883, 
1906 and 1906. These in fact led^fcTthe complaint that ‘ in 
several respects tlie landlord was treated as if the land did 
not belong to him.’ 'I’he i nterests of the (ariner s were also 

whicli permitted 

them to kill hares and rabbits, and the D iseas es of Animals 
Act of 1890 empowering ihe Board of Agriculture to deal 
^^t^T cattle diseases. In 189(), at a big annual cost to the 
national taxpayer, agric ultural land rch 

tli e ord inary local rato which had pressed heavily upon them. 

Before 1885 farmers suffered for lack of a State machinery 
that could furnish them with statistics, and in 18S9 this 
deficienc}^ was remedied b)' the creation of the ' Board o f 
Agric ultur e. A de velopment grant to agnculUire was given 

m 1 nOTT Another importan Pste^”5(;v'as.tlie oT^n i /.at ion^ of 

England into twelve agri cultural provinces, each with its 
body of expert ^advisers. In the early years of the present 
century agric ultural e duc ation was vigor o usly promoted. 

ENGLISH AGRKXT^TURE DURING I’HE FIRST WORLD WAR 

Agriculture came under stricter regulation during the First 
World War owing to the urgent necessity' to produce more 
food. By the Corn Production Act of 1917 a minimum price 
for corn, a fixed rent, and a minimum wage to the labourer, 
were guaranteed. The machinery now created in each dis¬ 
trict for fixing agricultural wages was continued even after 
the w-ar. In these war years the farmers were also com¬ 
pelled by county w'ar committees to aim at a good standard 
of efliciency. 

THE ‘ NEW AGRICULTURAL POLICY ’ 

The year 1931 may be said to mark a turning-point in t he 
evolut ion of English State policy towards agricul^ re. Com- 
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pared to the enactments which, in the thirties, tightened 
the grip of the Government on English agriculture, the mea¬ 
sures taken before that year were only minor regulations. 
The new policy was designed to take agriculture ‘ out of the 
u'speculative into the gilt-edged market.’ Owing to differ¬ 
ences in the circumstances under which the different branches 
of farming were carried on, the measures adopted were of a 
varied character and taken piecemeiil. The Agric ultural 
Marketing Acts of 193 1 and 193 3 brought into force a rTiim- 
ber ol‘ marketing schemes under which marketing boards, 
elected by producers, were vested with wide powe rs such as 
the fixing of prices and c|uantitics to be produced, the deter¬ 
mination of tlie grading, packing, and transporting of pro¬ 
ducts, the control of buying and selling, and so on. Such 
marketing boards were set up for hops, milk, pigs, bacon and 
potatoes. 

The new" policy came in for much criticism. In a pamph¬ 
let, Legal Limitations on Co-operative Process, Palmer I'emarks: 
‘ The whole scheme effectively checks any attempt towards 
national or international co-operative organization of com¬ 
modities for the welfare of the public, offers instead national 

organization for private profit.It appears strange that 

the whole of the legislation should be tending tow^ards the 
stabilization of vested interests and actually preventing any¬ 
thing approaching State control.’ 

In support of the schemes may be cited the facts that after 
its adoption the output of almost every kind of fruit and 
vegetable registered an increase; milk production show^ed an 
upward trend and the import of potatoes declined. 

The inauguration of the new policy was a change from a 
‘ policy of plenty ’ to a ‘ policy of power,’ the ensuring of 
prosperity for the agriculturist being considered more im¬ 
portant than the procuring to the English consumer of the 
cheapest possible food. This policy was therefore condemned 
by people who wanted abundant supplies and low prices. 

Besides designing these market schemes the Government 
also aided agriculture by subsidies and quota s. Under the 
Wheat Act of 1932 a subsidy was given to wheat production 
when the output was below a specified limit and the price 
below 45 shillings a quarter. Later, deficiency payments 
were made to growers of oat and barley. The Government 
also assisted the live-stock industry by import quotas and 
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subsidies. This measure extended preferential treatment to 
the imports from the dominions. 

Between 1931 and 1937 the area under \\j ieat exp anded 
by 47 pe r cent. Some critics, however, contended that agri¬ 
culture could be made remunerative without recourse to 
tariffs or subsidies. It was urged against the protectionist 
policy that the l)enefit of increased prices for the farmer would 
be appropriated by the landlord by increasing the rent, and 
that English agriculture, when protected, would become in¬ 
efficient. As in the Mercantilist Age there was also the con¬ 
sideration of a clash of sectional interests. This new policy 
for the fostering of agriculture was criticized as unfavourably 
affecting the activities of export and shipping industries. Thus 
again British economists and statesmen had to consider anew' 
methods similar to those adopted in the sixteenth century. 


Summary 

The promotion of small-scale farming :— 

Scarcity of labour in rural areas was the cause for a demand 
that steps should be taken to create small holdings and keep 
the labourers on land. The leaders of the movement were 
Joseph Chamberlain and Jesse Collings. 

The Small Holdings Act of 1892 authorized county councils 
to create small holdings, but it w^as a sorry failure. 

The Small Holdings and Allotments Act of 1908 empowered 
county councils to buy land, if necessary, by compulsion and 
sell it w'ithout loss. County councils were to receive govern¬ 
ment grants and loans. 14,000 holdings were created under 
this Act. But they were mostly in areas where the small 
holdings were a proved success and many of the persons who 
took them up were not enthusiastic tillers. High cost of 
housing was a hindrance to the movement. 

Allotments movement—1882—The Allotments Extension 
Act empowered county councils to create allotments (holdings 
of a quarter to three-quarters of an acre). By 1914 the area 
of allotments was 33,500 acres. 

In the years following the First World War three Acts 
were passed (Land Settlement Act of 1919, The Small 
Holdings and Allotments Act of 1926 and the Agricultural 
Land Act of 1931), but little action was taken under them. 



116 ECONOMIC HISTORY OF ENGLAND AND INDIA [PART I 


Other steps to promote agriculture taken before 1914:— 

Tenancy Acts (1875, 1883, 1900, and 1906) for improving 
the conditions of tenants. 

The creation of the Board of Agriculture, 1889. 

Development grant to agriculture, 1909. 

England divided into twelve agricultural provinces, each 
with its body of experts, 1914. 

English agriculture during the First World War :— 

The Clorn Production Act of 1917 guaranteed a minimum 
price for corn, a fixed rent and a minimum wage for labourers. 
C>)ntrol of agriculture by county war committees. 

The ‘ Nciv Agricultural Policy ’:— 

Rigid regulation of English agriculture after 1930 by the 
creation of marketing boards elected by producers for regulat¬ 
ing production and sale of agricultural products (under the 
Agricultural Marketing Acts of 1931 and 1933), subsidizing 
of wheat ('Ehe Wheat Act of 1932) and the helping of live¬ 
stock industry by tariff c|uotas and subsidies. 

Area under fruits and vegetables, wheat, and the produc¬ 
tion of milk was increased. 

Criticism: —The consumers suffered because of restriction 
of supplies and high prices and the exporting and shipping 
industries were unfavourably affected because of restriction 
of imports. 

Chief Dates 

1908—The Small Holdings and Allotments Act. 

1889—The creation of the Board of Agriculture. 

1931 and 1933—Agricultural Marketing Acts and the 
adoption of the New Agricultural Policy. 



CHAPTER VIII 

ENGLISH INDUSTRY SINGE 1870 

CJHANOES IN INDUSTRIAL ORGANIZATION 

1 HE gro\vt]i_()F ioint-stQck ct)mpanie s and the emergence o f 
monopoli es and qnasi-monopolie s have been the important 
changes in Britain’s industrial organization since 1870. An 
Act ol* 1850 extended the principle of* limited liability to 
joint-stock concerns and thus brought about a mushroom 
growth of suc h companies. Larger undertakings were pro¬ 
moted by an A ct of 1862 which forms the founda t ion of the 
modern company law . Between 1880 and 1885 hundreds oF 
private firms were converted into joint-stock companies. 
Many of these were really one-man companies, the share¬ 
holders being only dummies. It was thought that the forma¬ 
tion of such concerns was counter to the spirit whic:h had 
inspired the Act of 1862. Opinion however changed within 
a few years and the Act of 1907 explicitly affirmed the right 
to form such companies. 

The rise of joint-stock companies, with hundreds of share¬ 
holders, was regarded as a democratization of industry, but 
it was soon eviclent that there was no such change. When 
the joint-stock concerns developed there w^as a divorce of 
ownership and control . Many of the shareholdeps j as they 
had shares in a number of concerns and l acked the requisit e 
technical knowledge , had little active iutcrc??t in the manage¬ 
ment of the companies. Some of them did not even choose 
to attend the meetings of shareholders and allowed a small 
group of men complete authority over the concerns. More¬ 
over, the extent of diffusion of owmershi p has been e xagg ¬ 
erated . In the class of i 11 vestors, w^orkers form a very small 
minority. To quote G. D. H. Cole: ‘ Diffusion of ownership 
had been proceeding to a considerable extent; but it has made 
no measurable approach to bringing about any real demo¬ 
cratization even of the ownership of capital, much less of its 
effective control.’ 

Before the First World War, trusts came to dominate only 
a few British industries, and even in the inter-war period 
monopoly did not assume such proportions as in the United 

^ Socialism in Evolution, p. 125. 
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States or Germany. The chief reasons for this difference 
are to l^e found in free-trade and the adoption in England of 
a uniibrm and rigorous company law. Many of the mono¬ 
polies of the pre-1914 period were t erminable association s, 
formed with the olycct of r egulating prices or output . 

Even before 1870 there was a certain amount of vertical 
and horizontal integration in the iron and steel industry. A 
number of associations sprang into being towards the close 
of tbc-cenlury for the regulation of price s, a few of them 
being i nternational carte ls. In the twenties co mbination 
made further headwa y. When protection was granted to 
the industry in the thirties the Import Duties Advisory Com ¬ 
mittee insisted on the adoption of some c ^entral scheme of 
reorganizatio n. Accordingly, in 1934, t he British Iron and 
St eel Federatio n was created, and next year was set up the 
Sntish Iron and Stee l Corporatio n which carried out the 
centralized purchase oflron and steel imports and the sale of 
exports. 

Factors were far less favourable to the rise of monopolies 
in the coal industry than in iron and steel. After the First 
World War encouragement was given to combination by the 
Mining Industries Act of 1926 and the Coal Mines Act of 
1930, In 1.9211 a Coal Act provided for th e, nationalizatio n 
of mining royalties . Under the last enactment a C oal Commis ¬ 
sion was created to administer the island’s coal resources 
and upon it was placed the responsibility of promoting 
amalgamation. 

In the manufacture of textiles h orizontal combination s 
sprang into being in the last quarter of the nineteenth cen¬ 
tury. The inter-war years saw a slump in the industry and 
the problem of reorganization became urgent and vital. In 
12221 th ree combines were created, and in 1 936 a Cotto n 
I ndustry Enabling Bill provided for a Cotton Industry Board 
for preparing and carrying out reorganization schemes. 

Combinations have emerged in a number of other indus¬ 
tries such as soap , cement, t obacco and chemicals . 

It must be noted that a good sector of industri es remained 
the st ronghold of the small nr^ According to the Census of 
ProdiicFion ot 191^5 the avera^ number of employees in each 
firm was only about 125 while in “non-factory trades” it 
was nearly 172^. 

^ Maurice Dobb, Studies in the Development of Capitalism, p. 346. 
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THE SECOND INDUSTRIAL REVOLU I ION 

In the western world, thanks to the advance of scientific 
research, p rocesses i n a nnmb er of industri es underwen t, after 
1870, such a striking transformation t Hat historians can speak 
of a Second Industrial Revolution. Whereas the pieyiQiis 
r evolution had^'mad^Efitatn in world trad e, th is 

industrial transformation weakened her relative position as 
she neglected scientific research at a time when countries 
like Germany and America were forging ahead on tlie path 
of new knowledge. 

It was in the present century that Britain organized such 
important r esearch institutio ns as the National Physical Lab o- 
mtory , the Fuel Research Boar d, the Xational Institute o f 
Industrial Psychology , all of which became closely associated 
with industrial development. In the task of remedying the 
deficiencies of Britain in scientific organization and equip ¬ 
men t the u niversities played a notable pa rt. 

Among the i mportant featur es of the new revolution may 
be mentioned theM iainessing of electric powe r, the develop¬ 
ment of thc^ chemical industr y, the progressl^^otor transporty 
the^aster y of die ajr , and the coming of wireless communi¬ 
cation. 

These developments inaugurated the movement for the 
rationalization of industr y. In the twenties British industria¬ 
lists tried to gear up production in a variety of ways such as 
the adoption of l abour-saving device s, si mplification of pr o¬ 
cesses , and st andardization of product s. This sequence of 
cEange pr omoted the growth of combinations and t he divorce 
of ownership and responsibility . The administrative, techni¬ 
cal and managerial functions came to be more and more 
clearly defined. A number of professional associatio ns were 
now formed such as the Institute of Mechanical Engineers, 
the Institution of Production Engineers, the Association of 
Welfare Workers and Personal Managers, which worked for 
the raising of the standards of production and the quality 
of management in industry. I’his ‘ p rofessionalizing of 
industry ’ is an i mportant characteristic of the new revolutionb 

The Second Industrial Revolution s trained the relationshi p 
of capital and labour and increased unrest at a time when 
international factors were confronting Britain with the grim 

' Economic Journal, March 1931, Article on the * Second Industrial 
Revolution’ by Stanley Jevons. 





CH. VIIl] 


ENGLISH INDUSTRY SINCE 1870 


121 


problem of growing unemployment. It placed in the hands 
of her industrialists immense new power at a time when 
inexperience prevented them from benefiting the community 
as a whole. This gave a new urgency andsignifiranre to the 
pro]:)lem of economic justice . 

CHANGE IN Britain’s industrial position—the 

CONTRACTING AND THE EXPANDING INDUSTRIES 

In the period 1870—1914 the staple e xport industri es of 
Britain such as coal, iron and steel, textiles, began to show a 
relative decline in British economy. This tendency became 
marked in the inter-war years, especially during the World 
Depression in 1929. Between the two World Wars these 
industries also show’ed a d ecrease of employmen t. 

The following table gives the figures of workers employed 
by the export trades. 

(Figures in thousands) 


Years 


Workers Employed 
by Export 
Trades 


; Manii- 
j facture 


, Transport 
j and 
I Distribu¬ 
tion 


I’otal En- 
Total En- gaged in 
gaged in Building, 
Mining and Distribu- 
Manufacture; lion Ser- 
i vices, etc 


1907 

1924 

1929 

1930 


2,465 

2,485 

2,445 

2,000 


300 

325 

350 

285 


5,550 3,700 (ap.) 

6,315 : 3,200 

6,375 : 3,815 

5,905 , 3,915 


We shall now review the position of some of these industries. 
In the inter-war years, except for short periods of rise, p rodiic - 
don of coa l was registering a d ownward tre nd after 1923. 
In 1938 coal exports were only half of the pre-war quanti ty. 
From 7• 9 per cent in that year they shrank to 1*0 perce nt 
and vi rtually ceased in 1947 . The to tal outpu t was however 
going "up in the period^ between the First and Second 
World War years. Mechaniz ation nf ininps has been mak¬ 
ing good progress since 1937. The percentage of machine-cut 
coal rose from 57 in that year to 80 in 1950. The annual 
rate of output for an oper ative at the face rose from 647 ton s 
in 1946 to 708 in 1950. The Coal Mining Industry was 
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nationalized in 1946 . As early as 1920 the Sankey Report had 
proposed nationalizatio n. In the in ter-war period the efficiency 
of the industries was going down and labour conditions 
became so bad as to justify the remark: ‘ The history of the 
mining industries is as black as the coal itself^.’ In 1946 the 
Coal Nationalization Ac t provided for a National Coal Boar d. 

Compensation was paid to the owners in Govern ment stocH t, 
In lOoO tlie National Coal Board outlined a l ong-term plan 
to raise productivity and lower cost s. It provides for an 
expenditure of 635 million during a period of fifteen years. 

'fhe coal mining indust ry has been adve rsely affected by 
such factors as c ompetitive fuels, in creason ioreigir‘?)TUpu l"t)f 
coal and the great e xtension ofThe use of electricity . 

In the iron and steel industry the volume of employme nt 
decreased in the inter-war period. Technical advances 
brought about a permanen t con traction in tlie pig-iron 
outpu t. In the steel industry, however, except in years of 
deepest depression, output was higher than before the First 
World War. But between 1913 and 1937 the contribution 
of the iron and steel industry to exports fell from i to 
Tp jllion tons . Aiming at high and efficaent production, the 
industry has been able, a fter the Second World W ar, to 
i ncrease at an annual rate o f fi per cent. Productivity a head 
rose from 113 in 1935-39 to 139 in 1950. Improved efficiency 
is also revealed by the d ownward trend i n roal r nnsnmption . 
Higher in recent years has been the result of a 

combination of facts such as the conversion of open-hearth 
furnaces to oil-firing , the united efforts of capital and labou r., 
and the ap plication of a steel plan by which output should 
be geared up to 18 million tons by 1953 

Of the textiles , the cotton industry remained in a depressed 
state throughout the period 1918-1939, owing to the con¬ 
traction of its Far Eastern markets which were invaded by 
Japanese products. Prndny.ti on decreased by per cent 
when 75 per cent of the export markets In the 

years 1912, 1939, 1949 a verage output for each worker re- 
mained constant . The industrialists shifted increasingly to 
the production of finer qualities nf yar n. The number of 
working hours was falling . The defeat of Japan in the 
Second World War eliminated a big rival to Britain. Between 
1 946 and 1950 productivity increased in all branches , thanks 

^ Labour^s First Tear (Penguin Book], p. 100. 
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to a series of measures adopted by the Government as sug¬ 
gested by the report of the Cotton Working Party in 1946. 
I ncentive payment s, re arrangement of loans , and improved 
preparation of yarns, have all had a good effect on production. 

The other important industries which declined in relati ve 
importanc e in the period 1918-1939 were wocl, many 
branches of engineerin g, and ship- building. 

Britain’s chief expanding industries have been building, 
electrical manufacture, chemical^ motor^yehicle^j and the 
dfistribuiiye trades. I ncrease of employmen t in these com- 
pensate d for the s hrinking of employment in the staple expoj t 
industrie s, but was not sufficient to avert h eavy unemploymen t. 

The following table brings out the contribution to the 
export trade of Britain made by some twelve groups of 
industries;— 

Per cent of ! Order of 
total value j Importance 


Description - - ^ 

1938 194(i| 1947:1938| 1946|l947 


Coal 

7-9 : i-o 

i 0*2! 5 

12 

r 

12 

Iron and steel and manufactures 
thereof 

; 8-9 

: 8*7! 7*4 

! 

i 4 

h 

i 

1 4 

Cotton yarns and manufactures 

,10-6 

: 6*9 

6*8 

2 

8 

6 

Woollen and worsted manufactures 

|w 

4-8! 5-1 

8 

10 

10 

Other textiles 

I 5-2 

8-7 1 7-9 j 9 


3 

Other metals 

1 ! 

4-4, 7-1 

6*7 

11 

7 

7 

Other manufactures 

7-3 

7*5 

7*0 

8 

5 

5 

Machinery 

12-3 

12*5 

15*9 

1 

2 

1 

Vehicles (including locomotives, 
ships and aircraft) 

9-5 

12*6 

14*8 

3 

1 

2 

Chemicals, drugs, dyes and colours 

4-7 

7*2 

5*9 

10 

6 

9 

Electrical goods and apparatus 

2-9 

4*1 

4*3 

12 

11 

11 

Miscellaneous articles wholly or 
mainly manufactured 

f)*l 

6*2 

6*0 

7 

9 

8 
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The expanded trades have had mainly domestic deman d. 
The i mportance of foreign trade in British economy was 
therefore re d need between the war years. 

Since the beginning of the century, Germany and the 
United States have made more rapid progress than Britain 
in the mannl'actnre of capital goods while they have proved 
important rivals to Britain in a mim})er of consumer goods. 

EFFECTS OF INDUS'IRIA], CHANGES 

We have seen that the change in Britain’s industrial pattern 
has meant a decrease i n the importan c e of overseas tr ade in 
her economic life and that it gave rise in the inter-war years to 
the rationalization moveme nt which fu rther estranged labou r 
from capita l. An important effect of the expansion of th e 
new trade s has been the reversal of a shift in population 
caused by the Industrial Revolution of the eighteenth and 
early nineteenth centuries. The new trade s have been 
flourishing largely i n the sou th where the demand for luxuries 
has been greater. From 46*6 per cent, the proportion of 
employment in London, the south and midland regions to 
total employment in the country, rose to 53.9 per cent in 
1938. The alteration in the country’s industrial pattern has 
also produced an important social efi'ect, namely, the increase 
in the intermediate classes. The following figures given by 
Bowley and Stamp^ indicate their growth:— 


Nos i occupied 

j population 

T,600;00^ T ■ 19.0 

4,600,000 I 26.9 

4,483,000 I _ _ 29-1 _ 

To quote Mr. Durbin, ‘ Over 40 per cent of the society has 
come to be included in non-proletarian groups and the per¬ 
centage is still rising. A society that is increasingly prole¬ 
tarian is a thing of the past. The society in which we live is 
increasingly a bourgeois society^.’ 


1 Quoted bv E. F. M. Durbin, The Politics of Democratic Socialism, 

p. no. 

^Ibid., p. 112. 


Years 

1881 

1921 

1931 
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The Labour Government created a Central Economic 
Planning Staff and an Economic Planning Board . Certab i 
basic controls were adopted to realize the cardinal objectives 
of planning. Another interesting development was the growth 
of o rganized consultatio n among the Governmen t, c apital , 
and indu§]jdalJaiit)ur. 

The most interesting and significant change under the 
Labour Government was the carrying out of a n ationalization 
programme for which more than thirty years of political 
education was necessary. Within a period of five years the 
State took over the Bank of England , the Coal Minin g 
Ir^dusixy', Civil Aviatio n. Cables and Wireless , t ranspor t, 
e lectrical supply and the Iron and Steel Industry . When this 
was done per cent of the industry ol' the country still re¬ 
mained in private hands . The machinery created for ad- 
ministering the nationalized industries was the public corpo ¬ 
ration which had already been a success. 

It is now too early to judge the effect of these measures, 
but it remains to be seen whether partial denationalization 
by the Conserv^atives will have a salutary effect. 

Summary 

Change in Industrial Organization :— 

The growth of joint-stock companies and the rise of mono¬ 
polies and quasi-monopolies have been the two important 
changes. Joint-stock companies grew rapidly after an Act 
of 1855 applied limited liability to them. There was now a 
divorce of ownership and control as many share-holders did 
not have an active interest in companies. 

Most of the monopolies of England were ‘ terminable asso¬ 
ciations.’ A number of combinations grew in the iron and 
steel industry in the present century and in 1934 the British 
Iron and Steel Federation was created. Government en¬ 
couraged combination in coal-mining in the inter-war years. 
Monopolies arose in cotton, cement, chemicals, soap and 
tobacco. But monopoly did not assume such proportions as 
in Germany and the United States. 

The Second Industrial Revolution :— 

After 1870 industries in the western world underwent a 
revolutionary change thanks to industrial research. In 
England professional associations played an important part 
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in the reorganization of industry. This revolution weakened 
the relative position of Britain in the world. 

Change in Industrial Position: Expanding and Contracting 
Industries :— 

The staple export industries, coal, iron and steel, ship¬ 
building, the textiles showed a relative decline in the British 
economy between the two world wars. Chemicals, motor 
vehicles, electrical manufacture, building and distributive 
trades expanded. There w^as a chronic problem of un¬ 
employment. 

The Effects of the Changes :— 

The vSouth became industrially more important and the 
Nortli was decaying. The intermediate classes in English 
society grew'. The importance of foreign trade in British 
economic life declined. 

The State and British Industry :— 

State regulation of British industry increased since 1870. 
Ill the inter-war period Government grafted protection and 
enc'oiiraged combination. Britain resorted to planning after 
the war. State expenditure on scientific and industrial re¬ 
search has gone up enormous!)'. I'he Labour Government 
nationalized the coal-mining industry, the Bank of Fhigland, 
C'ivil Aviation, Cables & Wireless, transport, electric supply 
and the iron and steel industry. 

Chief Dates 

18")")—Limited liability extended to joint-stock companies. 

1929—'I'he onset of the world depression. 

1946— Nationalization of coal mines. 

1947— Nationalization of transport, iron and steel 



CHAPTER IX 

STATE CONTROL OF ENGLISH TRANSPORT 


By 1830 the day of prosperity for the turnpike trusts of 
England and the canal companies was past. Furious com¬ 
petition from the railways had a very adverse effect upon 
them and made it impossible for the Government to maintain 
the eighteenth century attitude of lofty indifference to trans¬ 
port developments. The Government had to revise its laisseZ '- 
faire policy towards transpor t; this revision was also necessary 
on account c3' r ailway"amalgamati ons which seemed a big 
t hreat to commercia l interests., and the emergence of a power ¬ 
ful and militant class o f w orker^ , namely, the transport workers. 

ROADS 

Between 1830 and 1850 a large number of turnpike trusts 
in England and Scotland lost a substantial portion of their 
revenue owing to the advance of the railways. They made 
a last bid for survival by multiplying toll-gates, but in this 
they were bound to fail. In 1871 a House of Commons 
Committee on Turnpike 'IViist s Bill was instituted to decide, 
from year to year, which trusts should be allowed a further 
lease of life and which wound up. By 1895 they were things 
of the pas t. From 1883 the burden on the tax-payer was 
eased by g overnment grants for the maint enance of the 
‘ disturnpiked roads7 Towards the e Jej^ of the centu iFylfie 
ad ministration of roads bv parishes was ended and the charge 
was en trusted to county council s and the rural or urban 
district councils. 

In the present century, owing to the advance of motor 
transport, it was the roads that began to threaten the prosperity 
of the railways. To combat this new danger the number of 
public vehicles was restricted by the Road Traffic Act of 
1930 and the Road and Rail Traffic Act of 1933. 

CANALS 

To keep down rates the Government decided that the c om¬ 
petition between canals and railways should continue. To 
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prevent the canals being worsted it authorized them to 
become carriers. But this step could not arrest the decline 
of the canals since the character of England’s internal trade 
was so changing as to require a Reedier means of transpo rt. 
English agriculturists were s hifting from the sale nf mm to 
that o f dairy^producCj and the canals were too slow for their 
purpose! FurfHSFTthe English coal merchan t was r eluctan t 
to p rovide warehouse s for his coal; he desired to keepjLin 
r ailway truc ks. The canals could have been more useful 
had they been planned at the beginning; but they were 
constructed in a haphazard way and could not be redesigned 
to make a very efficient means of transport. 

Railway companies pu rchased about one-third of the cana l 
mileage of the country partly because the canal companies 
were influencing Parliament to slow down the pace of railway 
building. This further diversification of administration made 
impossible any improvement in the canal system. It was said 
that the railways neglected the canals that came under their 
control. This criticism however was not supported by the 
Royal Commission on Canals and Inland Navigations which 
enquired into their condition in 1906. ‘ It is not just to 

say, as some have done,’ wrote the Commission, ‘ that rail¬ 
way companies (except perhaps in a few instances) acquired 
canals in order to strangle them. It is true to say that railway 
companies having, from various causes, acquired canals, feel, 
with few exceptions, little desire to do more than their barest 
legal duty in maintaining them.’ 


made some traders 

_ To investigate the possibility 

of doing this a Royal Commission was set up in 1906. Mul- 


The growdi^oLlj 
wish to remodel the cana ls 
of doing this a Royal Comm 
tiplicity of management was now a serious hindrance to their 
revival. The majority of the commission recommended the 
improvement of four main canal routes of England so that 
they could be made a ‘ cross linking the estuaries of the 
Mersey, the Humber, the Thames and the Severn. The 
‘ cross ’ should be administered by a Waterway Board 
vested with the power of issuing stock for financing the re¬ 
modelling. But the r ecommendation has not been a dopted 
especially because of t he rapid progress of road transpo rt 
since 1906. 
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THE RAILWAYS 

In Chapter VI the contrast between the State attitude to 
railway construction in Europe and tjie State policy in Eng¬ 
land was pointed out. But the Engfish Government could 
not adhere to absolute laissez-faire towards railways after 
1870. "Fhe regulation adopted was however for a long time 
ineffective or hampering efficiency, and not really helpful to 
the interests involved. 

In 1836, when James Morrison suggested in Parliament 
the revision of rates and fares of each company by the Govern¬ 
ment once in twenty-one years, railway interests in the House 
were sufficiently powerful to prevent its adoption. After 
1840 there were almost annual investigations into the affairs 
of railway companies by Parliamentary committees, but little 
came of their deliberations. The Board of IVade was vest¬ 
ed with a certain amount of authority relating to railways. 
It could inspect them; its sanction was necessary for opening 
any new passenger-carrying line; and it was given the power 
of arbitration in disputes about joint traffic. These measures 
did not suffice to bring railway amalgamations under effective 
regulation. 

An attempt made by Gladstone in 1844 to provide for 
government regulation of rates and fares met with little suc¬ 
cess. Matters did not improve when a tribunal of five highly 
paid commissioners was created two years later to super\4se 
railways. It ‘ died of too much pay and too little work.’ 

The extent of the confusion that resulted from this s hilly¬ 
shallying: by the Government is brought out by the facts that 
‘ by 1880 there were some 900 Acts of Parliapient relatin g 
to railway charge s, and a single company might have to 
irJer to more than fifty of them in order to know what it 
was authorized to charge^.’ By 1888 ‘ there were in force 
about 13.000.000 rates on the Great Northern and 20.000.000 
on the London and North Western.’ 

A number of factors stirred up the Government to greater 
exertion in the seventies. There were complaints about un¬ 
equal mileage rates, preferential treatment to foreigners who 
moved goods on English railways, and the fear of amalgama¬ 
tions was greater. In 1872 a commission was set up to go 
into the question of amalgamations. On its recommendation 

^ A Hundred Tears, op. cit. 
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a t eohnical com mi ssion w as appointed to cont rol the railways^ 
but it lacked the power to make a constructive"approaSi to 
the problem. I' he Railway and Canal Traffic Act of 1888 
gave the c ommission greater aut hority and made it a per¬ 
manent body. In the history ofThe English Government’s 
railway policy the Act is an important landma rk. Under 
this measure the charging of differential rates under like 
conditions, for domestic;^ and foreign produc e of the same 
character, was forbidd^. Every railway company was re¬ 
quired to lay beibreTKe Board of 1 rade a new schedule of 
maximum rates charged for each class. The Board of Trade 
was to take up the matter with the railways to make any 
changes that seemed necessary. In case of failure of the two 
parties to reach an agreement. Parliament was to settle the 
matter. The Act of 1888 was t he first decided step to grappl e 
with the problem of railway rates in a sy s tematic way . 

The action taken after the passing of this Act led to severe 
criticism by the railway companies. When the Board of 
Trade fixed a schedule of maximum rates railway companies 
raised their rates to the maximum. Now, however, Parlia¬ 
ment passed a measure which disallowed such a practice 
unless satisfactory justification was forthcoming. It was said 
that such an arbitrary action prevented the railway com¬ 
panies from making economies. They now feared that once 
the rates were brought down it would not be possible to 
raise them at a later date. It was not until 1913 that the 
railways were allowed to raise the rates above the 1892 level. 

Between 1894 and 1914 opinio n was inclining increasing ly 
to nationalizati on. These years saw a n ew militancy among 
transport workers and c ut-throat competition among railway s 
for facilities. Railways entered into working agreements. 
The fear of combination caused a clamour for the resuscitation 
of canals. 

While on the Continent governments were employing 
railways with increasing effect to promote trade, in England 
there was no good system of State control, and the threat of 
combination was persisting. Nationalization now became 
onp of the vital issues before the nation. 

During the First World War the railways came t emporaril y 
under Government contro l. After much discussion an Act 
was passed m 1^21 which was a c omprom ise betw een the 
views of n ationatization and unified private control . Under 
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this, 1 20 railways were a malg am ated into four g roup s. The 
Act did not eliminate comp ciitTon. l^:cF^TQUp was given a 
monopoly in the greater pa rt of jls Jerrit^ry, but there were 
considerable areas in whicli there was overlapping and rivalry. 
The Act f orbade the formation of combi nati ons or the con¬ 
clusion of working agreem ents by companies witho ut permis- 
sion of the Minister of Transport. It created a Rai lwa y 
Rates Tribunal \^iTch gave the companies a system of control 
more stringent than those previously applied. Its chief func¬ 
tion was the f ixing of standard rates and fares. The Act also 
provide d an important conci liati on scheme (improved 
in 1935) d esigned to f acilitate regulation of wa^es a^ 
working conditio ns. 

By this reorganization, large reductions in wo rking expenses 
w'ere made and rates and ch arges were J()wcred. But before 
the railways could feel the l^enefit they came up against road 
competitio n. The gross railway re ceipts fel^ from 5(,'205* 5 
millions in 1923 to 188-2 in 1929, and then to 17T4 in 1937. 
Af ter 1928, ra ilways began to participate in road transport- 
Rail-road co-ordi nation becaine important. 


NATIONALIZATION OF BRITISH TRANSPORT 

Mr. Attlee’s Labour Government nationaliz ed the tran sport 
system and also p rovided for the proper co-ordina tion o f its 
componen ts. Go ods a nd p asse ngers were J<£hc moy by the 
most suitab le J^m_ of transpo rt and charges so devised as 
to place" on each form of transport its fair share of the 
total cost. 


SHIPPING 

'Die Government did not apply to shipping t he same 
r estrictive m casurj^ which it applied to railway transport. 
There were a number of reason s for this. /Whereas railway 
companies had to obtain Parliamentary sanction to acquire 
land and to build lines, for shipping companies this contin¬ 
gency did not arise. Another reason £or the absence of 
government control in shipping was that it required less cap ital 
e xpenditure to start a shipping lin e than to open a railway. 
There was much competitio n in shipping which could be 
relied upon to benefit the commercial interests. There was, 
further. 3t he difficulty of enforcing fares and freights as a 
proportion of English shipping did not put in at home ports 
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for years at a time. It was well-nijgh impossible to fix a fa ir 
f reight c harge as an E nglish ship changed its cargo at a num- ' 
her of ports en route before it reached its destination. Tlacl 
fixed freight charges been enforced English ships would have 
kept away from English coastal waters and discharged their 
cargo through small steamers from the nearby French ports. 
While railways had no foreign competition to face,^s hippin g 
roTT]panip«g wpr^ pyprised to keen ibreign rivalry. The attltuHe 
of the English Government becomes, therefore, very clear. 

We have already considered the repeal of the Navigation 
Acts. In the nineteenth century, af ter 185 4, s hippin g entered 
on an er a of technical revo lution. 'Fhe two great changes 
were the^ coming of the steamen and the ^r ^lac in g of the 
i ron by the s teel shi p, lowards English shipping the Briti^ 
Government ^adopted not a restrictionist but a deyelop- 
mental attitude . The change from the sailing to the steam¬ 
ship was aided by grants o f mon ey. In 1840 a subsidy of 
£ 81,000 was given to the British and North American Royal 
Mail Steam Packet Company, and the Peninsular and Oriental 
Steam Navigation Company got 210,000 annually. By the 
seventies the steamship had beaten its weaker rival on many 
routes. 

In Chapter VI it was stated that even after Britain lost 
her position of industrial pre-eminence she continued to be 
the c arrier of the world . From 18^ the expansion r^f 
nage in other lands proceeded than in England 

and the British share in aggregate world production of ship¬ 
ping was on the decline. The countries w^hich were now 
forging rapidly ahead were Germany and Japan, 

The last quarter of the nineteenth century was a period 
of s lump hr English shippin g. The causes of this we have 
already seen. The d esperate rate-cutting had to be stopp ed. 
Shipping companies therefore formed ring s or adopted the 
c onference system . The holding of regional conferences began 
in 1875 when the Calcutta Conference met. By 1908 the only 
lines for which no conference existed were those operating in 
the North Atlantic and round the British coast. It was agreed 
that u niform rates should be charged to all shippers. An 
important device now brought into force was the deferred 
r ebate syste m. If a merchant shipped his goods only in 
vessels of the members of a conference for a stipulated period 
of four or six months he became eligible for a 10 per cent 
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rebate on the freights he had paid in the stated period. It 
was now arranged that he should r eceive this onl y if and 
after he confined himsel f to ,t hcL iise_X)f_thc membe rs* ships 
for^a nother such period . This g ave the conference a stro ng 
financial cont rol over the t rad er. 

~^In 1908 a Royal Commission investigated the new system 
and gave it its approval. I'lie majority slated that the system 
gave a number of advantag es to the traders such as' provi sion 
of regular and fixe^d sailings. *“ unifo rmitv of r ates chargeTI^to 
all shippers, fixation of r a tes and icood s clas sificatip n on ji 
s table ba sis. Fifteen years later, while lending its support 
to the system, the Imperial Shipping Committee on the 
Deferred Rebate System proposed the formation of shippers’ 
associations for bargaining with the rings. This recommend¬ 
ation resulted in the emergence of only a few such associations. 

In the early years of this century the question of developing 
shipping as a mean s of strengtheni ng the bond betW.eeiJ. tfie 
motherlan d^ the Dominions and Cc^Xqnies received much 
consideration from tKe~ Government. The Elder Dempster 
line was subsidized jointly ))y England and Jamaica to pro¬ 
vide the needed shipping facilities between the two islands. 

In the First World War British Umn age sufrered h ec^y y 
l oss^ . The result was that at the close of the struggle Britain 
was faced with t wo p o werf ul rivals—the United States and 
Japan. The post-war period saw a furthe r shrinkin g of 
%itain’s shar e of .wqild_Umnage. British shipping was in a 
state of depression after 1921 owing to the fact that there was 
surplus shipping capacity in the world. In 1930 British ship¬ 
ping was caught in the world depression. 

Again there was now the need for a vigorous policy on the 
part of the Government. In 1935 the British Shippin g 
( Assistance) Ac t provided for a subsid y of up to £2 million 
a year t g^ tramp shippin g, the subsidy being required to be 
scaled down as shipping freights rose to the 1929 level. A 
Tramp Shipping Administrative Committee was formed to 
regulate competition and raise the level of freights in tramp 
shipping. This small departure from the time-honoured 
policy was short-lived. In 1937 the committee was replaced 
by a body created voluntarily by the shipping industry. 

Another form of Government assistance to English shipping 
in the present century is the grant of loans on favourabl e 
terms fbr the constructjoiLjoLliiiers. The Cunard Line bene- 
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fhed most by receiving aid for the construction of four ships— 
two built early in the century, the historic Lusitania and 
Mauretania, and two in the thirties, the Queen Mary and 
Queen Elizabeth. 

Summary 

Roads :—Turnpike trusts fell on evil days after 1830 owing 
to railway competition and ceased to exist by 1895. The 
charge of the roads was entrusted to county councils and the 
rural or urban district councils towards the close of the century. 

In the twentieth century motor traffic reduced the prosperity 
of railways and tw’O Acts in the thirties restricted the number 
of public service vehicles. 

Canals :—After 1830 they became carriers, but this could 
not stop their decline. The criticism that railway companies 
wdiich bought canals caused their deterioration was not sup¬ 
ported by the Royal Commission of 1906. 

In 1888 further acquisition of canals by railway com¬ 
panies was prohibited, but this really prevented an iinprove- 
irient of their position. 

The Railways:- 1840 there were annual investigations 

into railways by Parliamentary committees. The absence of 
any effective regulation of charges led to complaints in the 
sixties. The Railway and Canal 'fraflic Act of 1888 pro¬ 
vided for the fixing of maximum rates. This destroyed the 
incentive to economise. 

Between 1894 and 1924 the nationalization issue became 
important owing to labour troubles and railway amalgama¬ 
tions. 

During the war railways passed under temporary State 
control. 

In 1921 an Act brought about the amalgamation of 120 
railways into four groups. It created a Railway Rates 
Tribunal for fixing standard rates and a big conciliation 
structure. 

In the tw^enties motor competition became acute. Rail¬ 
ways became road operators and the question of rail-road 
co-ordination became important. 

Mr. Attlee’s Labour Government nationalized transport. 

Shipping :—Government did not control shipping as there 
was competition among shipping lines and some ships rarely 
put in at home ports. The Government subsidized some 
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shipping companies. In 1935 the British Shipping (Assist¬ 
ance) Act provided for a subsidy up to 2 millions a year to 
tramp shipping. 

The Royal Commission on shipping approved the deferred 
rebate system adopted by rings in the last quarter of the 
nineteenth century because of depression. 

After 1890 the expansion of shipping in some foreign 
countries was faster than in England. 

Chief Dates 

1888—-Railway and Canal Traflic Act. 

1921—Compulsory amalgamation of British railways into 
four groups. 

1933—Road and Rail Traffic Act. 

1935—The British Shipping Assistance Act. 

1947—Nationalization of Transport. 



CHAPTER X 


BRITAIN’S RETURN TO PROTECTION 

TARiri'S ro SAFKGl’ARD INDUSTRY 

In Chapter VI it was mentioned that the British electorate 
rejected protection in 1906, but that world-wide economic 
tendencies seemed to stren^^then the cause of the neo-pro¬ 
tectionists led by Joseph Chamberlain. The twin argument s 
o f tlie protection ists, namely that Britain should aim at keep¬ 
ing; the E mpire market a preserve (or her ex ports, and that 
u nless she raised tarifif w^ls othe r nations would not ag ree 
to a reduction cU" duties, were in fact irreconcilable. But 
they struck a responsive chord in more and more hearts. 

Britain a bandoned free trade during the First World t\^r. 
In 1915 certain luxury imports such as private cars and 
musical instruments were made dutiable. 'Phese MacKenna 
duties were levied not with the object of protecting EnglisR 
industries l)ut for stren gth ening ^En^^lan.d’sJbrejgn exchange 
position. Even alter the war the levy was continued, except for 
a short period. Moreover, pr ohibition of s ome imports e xcep t 
u nder licenc e, ordered during the war, w^as in force even after 
tlie conclusion of the struggle, though in a restricted form. 

In 1921 Britain made the first important move low^ards pro¬ 
tection with the passing of the Safeguar ding of Industries 
Act. P rotection was now extencledTpTert^mTe^rndustfies. 
The passing of this Act, however, did not mean the emergence 
of a strong protectionist sentiment in England. In 1923 the 
Conservatives failed to secure from the nation a verdict in 
favour of protection. It needed a big economic cri sis and 
the spread of gloom among large sections of the people to 
undermine Britain’s strong faith in free trade. The crisis 
came in 1931, when she had to abandon the Gold Standard 
and had a highly adverse balance of trade to redress. The 
nation now looked for new remedies. The protectionists assert- 
edthat: tariffs would redress the unfavourable balance o f trad^j 
Z r educe unemploymen t, and scKe as a ^ood barga i ning counte r 
i n trade nego tiati ons^with other countries. They were also said 
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to be necessary ^o safeguard England's industries from sc\^re 
c ompeti tion froin,foreign cheap 1 abour. 

The Conservative Ck)vernment passed in 1911 tEe Tmport 
Duties Ac t. This imposed a basic duty of 10 per c ent 
ad valorcv i on all imports, certain food-stuffs and raw materials 
being the chief exception. The l evy of additional d uties was 
provid ed for , the work being entrusted to a technical body, 
the I niport Du ties Advisory Committee. It was hoped that 
this committeeTv'dind pfev^^^^^ l)y vested interests on 

the administration for the purpose of readjusting the tarifl’ 
schedules. Each industry needing protection could apply to^ 
this committee. Its work resulted in the placing of 20 per 
cent du ties on m ost manufactured imports and highe r rates 
o n certain Tuxufy go o^ as welT ^ vital commodities, 

such as iron and steel. . 


IMPERIAL PREFERENCE AND BILATERALISM 

riie v ictories of th e protectionists greatly weakened the 
a ntipat hy^ojmperial Moreover, the invaluable 

help rendered to Britain by the Ppminimis in the First World 
War created some sendpjLmt ilLjCay^^ 

g oodg . Even before the First World War Britain had re¬ 
ceived preferences horn a number of Dominions. In 1919 
she gave rebates of about Is. 6d. of the duty on certain 
products imported from parts of the British Empire. The 
s cope of prefe rence was e nlarued when Emp ire go ods ..were 
e xem pted from theHuties that wer e placed under jlh<" 
guarding oT^dusfneJ Act of 19^1. But it was only in 1932 
that" nnpen O'l^rcrc^hTe"^!^^^^ a fiill-llcdgedJBn poliev . 

That year witnessed the Ottawa Conferen ce where a number 
of agreements between Britain arid the Empire countries were 
r concluded. In return for the tariff'concessions which she got 
-from the Empire countries under these agreements, Britain 
increased the preferences for Empire wines, tobacco and 
coffee, and exempted Empire products from the additional 
duties levied on some foodstuffs such as milk, eggs and apples. 
Moreover, Britain undertook to provide for an increasing 
share in her meat imports to Empire producers while devising 
the quota system. 

The immediate result of these agreements was an expansion 
‘ by one-third ’ of the share of Empire countries in English 
imports. British exports to .Empire countries rose by one- 
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seventh. But Britain's polic y o(* ousting non-Empire goods 
from the Empire countries produce d rescn tn^nt among 
European nations and compelled them to raise their tariff 
walls. This was prejudicial to Britain’s interests, as Europe 
was an important market for a number of her manufactures. 
In 1929 Britain was receiving 4f) per cent of her imports from 
Europe and sending 29 per cent of her exports to the Continent. 

In the thirties Britain entered into a number of bi^teral 
t rade agreements with n on-Empire nations. TJncIf;r The 
Import Duties Act the Treasury could extend tariff' conces¬ 
sions to particular foreign countries and levy additional duties 
on the goods of any country that discriminated against an 
Empire country. Except the brief tariff* war with France in 
19/54, there was no striking example of the use of tariff for 
reprisal. But Britain entered into bilateral trade agreements 
with a number of foreign countries, offering to import not 
less than a specified amount or to reduce duties or continue 
J^st-faypuneildiiat^L^^ in return for concessions 

from them. 

I'hesc bilateral trade agreements earner in for severe 
criticism Ijy many economists. Bilateralism is described as 
‘ th e very negation of productive economyb’ It was said 
that w4icn a country was deprived of its usual market as a 
result of a bilateral trade agreement concluded by Britain it 
began to compete with Britain in fresh markets. Lipson 
observes: ‘ Bilateralism deprives our customers of potential 
markets for their own exports and so compels them to cut 

down their imports from us. The volume of our 

exports is more likely to suffer contraction, for the stream 
of international commerce is diverted into artificial channels.’ 
He illustrates his point by the fact that while British coal 
exports to the Scandinavian and Baltic countries rose from 
five to eight and a half million tons between 1932 and 1936 
as a consequence of a bilateral trade agreement, her aggregate 
coal exports fell from thirty-nine to thirty-four and a half 
million tons, because German and Polish coal not sold in 
the Scandinavian and Baltic markets, competed with British 
coal in other countries. 

Britain also employed sub sidies to stimulate home-produc - 
ti^XU We have already referred to the subsidising of wheat. 

The departure from the free trade policy has not been 
' Lionel Robbins, Economic Planning and International Order, 
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liked by a number of economists. Lipson points out that 
during the first decade, after the devising of a comprehensive 
tariff in 1931, B ritain's visib le and invisi ble exports were on 
a lower level a nd un employment on a hi ghe r leyc l, than they 
had ])een before the erection of that tariff*. One may well 
ask whether Britain’s position would not have worsened if 
shelter had not been afforded to some industries. Unem¬ 
ployment and British exports depended, in the years following 
1931, upon many complex factors, and it is doubtful if a cor¬ 
rect estimate of the part played by protection, at least in 
preventing a deterioration in Britain’s economy, is formed 
by those to whom tariffs have been an odious expedient. The 
argument for a general-lowering of tariffs in the world can 
well be appreciated. But it is not possil)le to agree that for 
Britain wisdom lay, even in the inter-war years, in treading 
the lonely path of free trade. 

Summary 

Tariffs to Safeguard Industry :— 

In 1915 duties were placed on certain luxury imports. 

In 1921 the Safeguarding of Industries Act granted protec¬ 
tion to some ‘ key ’ industries. 

Britain’s faith in free trade was undennined only in 1931 
when she had a highly adverse balance of trade. 1931 - 
Import Duties Act levied a basic duty of 10 per cent ad 
valorem on all imports, except foodstuffs and raw materials. 
'Fhe levy of additional duties on the recommendation of the 
Import Duties Advisory Committee was provided for. 

Imperial Preference and Bilateralism :— 

Even btd'ore the First World War Britain received pre¬ 
ferences from certain Empire countries. In 1919 she granted 
rebates on the duties on certain Empire products. 

The Ottawa Conference of 1932—A number of agreements 
of reciprocal preference were concluded. 

Britain’s trade with the Empire countries grew" immediately, 
but she suffered because of retaliation by European countries 
which raised their tariffs. 

Britain concluded in the thirties bilateral trade agreements 
with a number of non-Empire countries. 

Britain’s economy is said to have been worse after pro¬ 
tection than before it, but tariffs might well have prevented 
a further deterioration. 




ClHAPTER XI 


COLONIAL POLICY OF ENGLAND SINCE 1870— 

‘ THE NEW CONSTRUCTIVE IMPERIALISM » 

FACTORS WHICH BROUGHT ABOUT A CHANGE IN THE 
ENGLISH POLICY OF LaisseZ’fdire towards the colonies 

We have already referred to the fierce rivalry among the 
great western powers for the capture of new markets brought 
about by the revolution in transport. When in 1870 France 
lost Alsace-Lorraine she set out to compensate the loss by 
acquiring vast areas in Africa. In 1876 Leopold of Belgium 
held an international conference at Brussels for the opening 
up of that continent and brought about the formation of an 
international African Association Small groups of financiers 
and traders now' entered the different parts of the dark con¬ 
tinent and by the adoption of the most questionable, and 
sometimes cruel, methods pegged out claims to territories 
inhabited by millions of Africans. Hie Belgians began to 
administer a part of the Congo w^hile the French claimed 
lordship over another part. From their trading station at 
Senegal the French pushed into West Sudan and w'ithin the 
brief span of four years became the architects of a vast tropical 
empire. Italians, Germans and Portuguese also sw^armed 
into the helpless continent and were declaring protectorates 
over hundreds of thousands of people who had to kotow 
before their armed might. Alarmed by this aggrandizement 
in Africa, British financiers and merchants persuaded Glad¬ 
stone’s Government to declare a protectorate over Nigeria. 

It was only towards the t urn of the n ineteen th c entury 
that the British Government finally gave *up‘7iiIjj£fc-:/«2re^n 
c oloniaL juatters and beigErirTo exploi t the resources o i lin g 
t ropical region s for the benefit of her man'ulacturcf s. “ TiilKe 
twenty years "from 18/0, when she was still indifferent to 
colonial matters, it was her tradi n g companie s which were 
bringings millions of Africans under her sway without any 
burden to the English taxpayer. The Britim East Africa 
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Co mpany obtained East Africa and U ganda from the King of 
fjganda, the Sultan of Zanzibar and dflier rulers, and its 
acquisition was rivalled by that of the British Soutb Afric a 
Company, and t he NaU Qi 2 alj\^^ Compan y. 

The driving power for this aggrandizement came from a 
few personalties like Mackinnon, Goldie and Cecil Rhodes. 
The last adopted an uncompromising policy towards the 
Boers, and this was a cause of the Boer War. He is once 
reported to have said: I was in the East End of London 
yesterday and attended a meeting of the unemployed. I lis¬ 
tened to the wild speeches, which were just a cry for bread, 
bread, bread,” and on my way home 1 pondered over the 
scene and became more than ever convinced of the impf)rtance 

of imperialism. If you want to avoid civil war, you 

must become imperialists^.’ 

The impulse to the new imperi alistic policy, adopted by 
the Britis h Gavernment alier.dSSS, came pnh; 
factors. Three years before the English disputed Fashoda with 
the French, it was the London Chamber of Commerce which 
appealed to the Government to take all steps to keep the 
entire Nile valley in its grip. The discovery of gold and 
diamonds, and the construction of railways, caused a rush to 
Africa and Australia, and underlined the importance of im¬ 
perialism to the western nations. 

In 1897, in China, t he ^^ang-tze valley was earmarked for 
economic exploitation by Br itain, and she ol^ame^ railway 
coacjesfik^is..!^ 

By this time T oseph Chamb erjain, to whom empire was 
commerce, Avas framing the outlines of the new policy. In 
1895 he chose the office of Colonial Secretary, till then 
regarded as second-rate, and adopted a variety of measures 
t o create interest in imp erial uujt y and to, d ev cjop impe¬ 
rial resources . 

THE NEW CONSTRUCTIVE IMPERIALISM 

The policy of the ‘ New Construc ti ve Imperialis m ’ differed 
in a few respects from the Old Colonial Policy ’ of the 
Mercantilist Age. Because of the improvement in commu¬ 
nications, interest was mainly directed towards continents , 

^ H. C. Morris, A Historv of Colonizotiotiy New York, 1900, X’^ol. I, 
p. 304. 






CH. Xl] 


COLONIAL POLICY OF ENGLAND SINCE 1870 


145 


whereas in the seventeenth and eighteenth centuries English¬ 
men had set great store by islands, often preferring them to 
continental areas. So far as the regions inhabited by coloured 
peoples (the ‘ Empire in Tru st ’) were concerned, the new^ 
policy was n ot radically difrerc nt jjrorn th e policy of exploi ta¬ 
ti on h \ the Merca nti lists. Britain enc ouraged the natives t o 
pr oduce raw material s with the object of maintaining her 
industrial supremacy. Unlike under the Old Colonial 
System, in dustri es started in these regions were not sup¬ 
pressed, though their development w as not^promoted, and 
was so metimes ev en J ujidei^ Tn TEe'^ca^^^^ 
having T^wEite population, such as Canada and Australia, 
the new' policy w^as not one-sided. 7’he " Domini ons ’ had 
consider able political liberty, and had their Jar iff walls. They 
did not concentrate only on the raising of raw 'mat^ 
Irom them the English Government only wanted c loser eco - 
t ^orn ic co-operatio n tlmL wxmld bene fit botjh jgan^^ She 
wantecT to strengthen the sentimental bond by economic ties. 
In the place of Navigation Acts, the measu re of su bsidi zing 
s hipping service s was now adopted; instead of Britain alone 
extending preference to colonial products a system oi’ rcci- 
procal pref c rence was built up. Unlike in the Mercantilist 
Age, eni phasi s was laid on a wide variety of measur es, bes ides 
fo r^thc promotion of inter -imperial tra^e. On tlie 
.whole the new policy towards the Dominions w^s shaped in 
a far more generous spirit than that which had inspired the 
Old Colonial System. 


THE DOMINIONS 

Main of the e conomic measure s designed to strengthen the 
link between Britain and the ‘ Empire in Alliance ’ were 
conceived in colonial con ferences that were held at frequent 
intervals from the y^ar of Queen V^ictoria’s Jubilee in 1887, 
It was at the Conference of 1907 that the word ‘ Dominions ’ 
vyas adopted to denote the self-governing t^ritories of the 
Empire. A permanent secretariat was set up to serve as a 
clearing hon?^^^ nn imperial affair s. The First World War 
drew^ the Empire countries closer together. 

The tariff preferences extended by Britain to the dominions 
have been discussed. Britain now laid greater e mphasis on 
measures such as im provement of communication , p rovision 
of commercial information^ fa cilities for research op Empire 
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produc ts, and the c reation of organ iz ations for the develo p¬ 
ment of their productio n. In 1898 the i mperial penny post ¬ 
age was introduced, and a little later ca t>lc communication s 
and shi ppint^ service s were s ubsidize d. The Dominions 
Commission oi* 1917 pointed out that the rate of frei j^hts 
mattered more in the growth ol' inter-imperial trade than 
tariir prel'ercncesh Dominions were helped to borrow from 
the English market by the Colonial Stock Act of 1900 and 
1925, and before 1914 they substantially benefited by it‘*^. 
For the provision of information relating to trade, in 1899 a 
Commercial Intelligence Branch was created of the Board of 
Trade. In 1908 lour trade commissioners were appointed. 
The number was increased to sixteen in 1917. A number of 
organi/ations such as the Imperial Mineral Resources Bureau, 
the Imperial Shipping Board and the Empire Marketing 
Board were created during the First World War and imme¬ 
diate post-war years. Fhe last body was created in 1926, 
and the Goternrnent decided to place /'1,000,000 a year at 
its disposal. In the same yt^ar the Merchandise Marks Act 
prohibited the sale of goods imported into the country if 
their origin was not indicated. By this time it became the 
practice of Cxovernment departments to buy only United 
Kingdom or Empire goods, provided they were not costlier 
than foreign goods. 


J’lIE ‘ EMPIRE IN TRUST ’ 

In the territories that constituted the ‘ Empire in Trust ’ 
Britain prnTnntf;d ^1^ nation i^f-j^w ays and scientifi c 
agriculture to secure a rich supply of raw materials. Loans 
were given for railway construction in West Africa, Malaya, 
Uganda, Nyasaland and Jamaica. In 1 898 an I rnper ial 
Department p f Agricultu re was started in the West In(h cs~and 
its success resulted in the creation of similar departments in 
India, Malaga, the Gold Coast and Egypt. In Africa and 
India v igorous efforts we re now made to s ecure ample cotton — 
demonstrations and propaganda, experiment and research, 
the provision of improved seed and plant, warfare against the 
cotton worm, were all done on an increasing scale. 'Fhese 
activities would have been impossible had not the English 


^ Knowles, Industriai and Commercial Revolutions, p, 334. 
^ Lord Mclchctt, Imperial Economic Unity, p, 5G. 
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t ropical schools oF medicin e done a lot to eliminate such 
poisonous insects as the tse-tse fly, which every year took a 
heavy toll of life and made some of the tropical regions a 
veritable nightmare to the Europeans. Thanks to the initia- 
tiv^e of Joseph Chamberlain one such school was started in 
London in 1899 and, sometime later, Liverpool organized 
another school. Research_rf-rpived a great impe tus when 
p ermanent research la borajories were established in Malav a, 
Nigeria, CJeylon and other parts of the insect-ridden tropics. 

Ill the early years of this century, the West Indies, which 
after the middle of the nineteentJi century had entered on a 
bleak period, looked forward to prosperous years on account 
of a series of measures taken to find good markets for her 
products and to reduce foreign competition. 

In 1929 a Colonial Development Fnp d was instituted. It 
was remodelled and greatly enlarged during the Secon d 
World War t o finance ten -j/ear iii 

^ hg backward co untries. 


INDIA 

India deserves special consideration. Before the First 
World \Var she was treated in the same way as the other 
parts of the British Empire inhabited by coloured races. 
Britain desired that she should c oncentrate on agricultur e 
and promoted c^ul tivatioii by irriga tion and res earch. Gqyern- 
men t p artrcTpation in indu strial dev elopme nt was dejirccated. 
When, during the First World War, her representatives were 
invited to the Imperial War Conference her position in the 
Empire altered, and she came to be looked upon, in a number 
of respects, as an equal to Canada and the other Dominions. 
Shortly a fter the cloi^ of the strugg le, India was give n fis cal 
autonomy and the Government of India was p(;rmitted to 
adopt a number of measu res to forw^ard indust rializatio n. 
I'he fiscal autonom y granted" was not7Tc^ever, gtisolutc : 
sometimes the S ecretary of Static mad e inroads upon it; and 
i mperial preferenc e was thriist u p onn ^erT although" m of 
her industrialists, politicians and economists were against it. 
India thus occupied a r niddle position between the Empire 
in Alliance and the Empire in Trust. In the inter-war period 
her growing industries made the country less and less valuable 
as a market for British manufactures. 

A difficult problem for Britain w^as the racial antagonism 
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in parts of her empire. In South Africa there was friction 
between Indian immigrants and the white people. Australia 
virtually banned the entry of coloured peoples. The pro¬ 
blem sometimes roused passions to a high pitch and defied 
effective solution. 

WAS IMPERIALISM REALLY BENEFICIAL TO BRITAIN.'' 

While it is clear that British industr y g reatly benefited bv 
the Old C'olon ial System, the a dvant ages of the new constryc- 
tiv'e Imperialism are dubh^li^. Imperial provol<ed 

resentment in a number of ibreign countries and l ed to rc- 
regards the tropica^£mpi^, its yalue_both as a 
source of' raw materials and as a market for English goods 
seems to have been < 2 yerHestjniatj^ Leonard Wolff observes: 

‘ In actual fact the British African possessions furnished a 
market for only 1 per cent of British exports and provided 
less than 1 per cent of British imports. Their economic 
importance to British trade and industry was about the same 
as that of Chile; as a market for British manufactures the 
Argentine Republic was nearly three times more important 
and as a source of British imports was six times more im¬ 
portant . The only p eople to wh om th_e..JxQpical 

p( )sscssio tis an^_ of considerable vyealth are to be 

found not in the industrial classes, but in the small _dass of 
conce ssionaires and capita lists wbo actually exploit the land 
apd jabpur of jibe tropics^. ^ 

The yalue of IndiW ahd the Far East was greater, l>ut was 
d e c rea sing as the present century advanced, owing to in- 
<iu^trialism, re^^^ and fierce japanjes^^ 

pelition. Such subtle devices as tariff manipulation could 
not check this tendency, and the Empire came to be valued 
mainly for strategic consideration s and for t he lustre _whidli 
itTent to Britain’s pr esti g e. 

Summary 

Factors which brought about a change in the English policy of 
laissez-faire towards the Colonies :— 

Revolution in transport caused fierce rivalry among great 
powers for new markets. 

^ Economic Imperialism, pp. 56, 62. 
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The discovery of gold and diamonds in Africa. 

7"he propaganda of Joseph Chamberlain. 

The Neiv Constructive Imperialism :— 

In a few respects the new policy differed from the Old 
Ciolonial Policy. Interest was now centred in continents, 
not islands. The ‘ Dominions ’ were not exploited. Imperial 
preference was now reciprocal. Emphasis was now laid on 
a \'ariety of measures besides tariffs for the promotion of 
inter-imperial trade. But the new policy was not much 
different from the Old Colonial Policy so far as the areas 
inhabited by coloured peoples were concerned. Britain 
wanted them to concentrate on agriculture, though she did 
not crush their Industrie's. 

The Dominions :— 

The economic policy towards them was shaped at colonial 
conferences held from the time of Qjaeen Victoria. 

Measures were adopted to improve communications, pro¬ 
vide commercial information, promote research on Empire 
products and increase their production. 

The ‘ Empire in Trust ’:— 

Britain promoted the construction of railw^ays and scientific 
agriculture. 

The prosperity of the West Indies w^as revived. 

India :— 

Before the First World War she was regarded as a member 
of the ‘ Empire in Trust.’ After 1914 she came to be looked 
upon as a member of the ‘ Empire in Alliance,’ and given 
fiscal autonomy. 

Was Imperialism really beneficial to Britain ?:— 

The value of the tropical empire seems to have been 
over-estimated. 

Imperial preference led to retaliation by non-Empire 
countries. 


Chief Dates 

1876—International Conference at Brussels for opening up 
Africa. 

1895—Joseph Chamberlain became Colonial Secretary. 



CHAPTER XII 


LABOUR MOVEMENT AND LABOUR LEGISLATION 
Section 1. 

THE BRITISH WORKIXG-CLASS MOVEMENT 

FHE SEMINAL YEARS 

T rade unioni sm in England as sumed importan ce only alter 
t he rise of steam- p ower farlorif- s. when thousands of workers, 
who were herded together and consigned to a sordid existence, 
thought of collective bargaining and other concerted action. 
But even in the s eventeenth c entury t her e we re associa tions 
o f workme n, a few of which became well-known for their 
fighting spirit. One such organization w'as the Jotirncyinen 
Feltmakers of London which, towards the close of the seven¬ 
teenth century, launched a strike against the Chartered Com¬ 
pany for better wages and held out for a long time. In 1699 
the issue was settled by the arbitration of Members of Parlia¬ 
ment. The Journeymen Tailors of London, concerning itself 
with the hours of work as well as the wages of labourers, 
drove the master tailors in 1721 to appeal to Parliament. 
'Phe Woolcombers were another group that became conspi¬ 
cuous by joint action and their organization united in a striking 
manner a fighting trade policy with the provision of friendly 
benefits. 

Betw^een 1760 and 1770 the country witnessed a series of 
s trike s, due largely to workers who disliked the industrial 
innovations and yearned for a return of the times when skill¬ 
ed labour had been better valued. Workers* organizations f^ ll 
ryp PAzil days^hortly after th e outbreak of the j^ench Revolu - 
when Jacobinism cast its shadow on England and the 
air was thick with rumours of impending uprisings and 
treason. The letters which a few Englishmen now received 
from the French Revolutionaries, urging them to end the 
established order, filled the richer classes witlx horror. Many 
associations now became anathema to them. Their mort al 
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dread of group action l ed to the pas sing iji_l ZQSLand i 
oT Combination I.aws which forbade all combinations whether 
of workmen or of masters. 

The. repressio n which was now let loose did not stamp 
out trade unionism, but only d rove it undertyround . Al¬ 
though the Acts were directed against labourers as well as 
employers, the Government functio ned as a class-machin e, 
imprisoning thousands of journeymen while letting off'without 
f^unishment all masters against whom prosecutions were 
brought. Undaunted by such victirni/ation workers con¬ 
tinued to hold s ecret meeti ngs and sometimes collect ed fUn^s 
t hrou g h assoc iation s re gis ter ed as In the 

course of a few years it l)ecame evident that the anti-labour 
legislation, instead of eliminating proletarian agitation, only 
gave a violent turn to combinations, making them sometimes 
not only a threat to industry but dangerous to the peace of 
the community. 

Immediately after the ulose of the Napoleonic Wa rs, when 
hard economic conditions caused labour unrest, there was 
a gitation for legalizing trade union a ct ivit y. It was led by 
Francis Plac e, a tailor of Charing Cross, who by argument 
and flattery won twp im portant siippor| ;ers. the Scottish 
economist McCulloch and Joseph Hume , a prominent 
Member of Parliamento Holding that there could not be 
a permanent rise in the wages of all labourers above a limit, 
McCulloch now declared that the right of combining and 
collective bargaining would not benefit the labourers at the 
expense of employers; while Joseph Hume, by skilfully^ allying 
the question of combination to the problem of the export of 
machinery, managed to have a committee set up for con¬ 
sidering the two issues. Acting as the mouthpiece of Joseph 
Hume the committee laid before Parliament a scries of reso¬ 
lutions stating that d enial of the right to combine was preju ¬ 
d icial to the interests of society . By some remarkable wire¬ 
pulling the true author of the resolutions smuggled the Bill 
through Parliament ‘ almost without the notice of members 
within or newspapers without.’ It seemed like a triumph 
within Parliament of the underground technique of trade 
unionism. 


^ Report of the Hume Committee, Quoted by Smart, op, cit., 
p. 229. 
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The Act of 1824 granted for the first time t he right of c ol¬ 
l ective bargainin g Place was wrong in thinking that tKis 
would cause no labour troubles. A wave of strikes ensued 
and in a few places labourers became very aggressive. While 
denouncing the excesses indulged in by workers, /Joseph 
Hume pointed out that the trouble caused by them was 
partly the outcome of increased employment and greater 
demand for labour. 

The capitalists now entered the arena and Parliament 
demanded a new enquir y. 'Phis time a committee packed 
by the Government set forth findings unfav oura ble tej t rad e 
t mionism ! and it required all the zest of Place and the in¬ 
genuity of Hume to avert a complete undoing of their earlier 
success. The Act of 1 825 r epealed tin* me asure of the p re- 
viou£j^ear, but legalized combin ations to alTect wa ges or hiums 
of wo rk and also allowed the right to strU^e. I’he legal 
p osition of trade unions was now precar ious; strikers we^rc 
still liable for p rosecutio n under the common law ofcoospuacv 
as well as a law relating to oaths of secrecy. 

In the years immediately following 1825 labour went 
through very hard time s: unemployment was widespread, 
wages were sagging and thousands reached the brink of 
starvation. It was a c ongenial hour for radical s to disperse 
their destructive doctrines. Having no longer an unwaver¬ 
ing faith in the power of sectional organization, thousands of 
labourers were now lured by the battle-cry of socialists and 
other radicals into preparing for a country-wide proletarian 
upsurge to overturn the State authority and bring the awaited 
millennium. 


THE REVOLUTIONARY PERIOD 

The outstanding figure in the labour world at this time 
was the visionary Robert Owen who, inspired by the belief 
that the overthrow of the Government by a general strike of 
the workers would cure all the distempers of the body politic, 
founded the Gr;^nd National Consolidated Trade Unio n in 
1£24:- Within a short time its membersh ip rose to half a 
million , but the u nion lacked the machinery for the prope r 
o rganiza tion and direction of such an un wieldy fbi^ . 
Thorou^ily alarmed, the rich and the middle claves now 
supported a policy of unrelenting repression. Under a 
variety of legal pretexts tr ade unions came in for bludgeo n- 
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rapid sweep oi' the movement in the last quarter of the 
nineteenth century. 

Despite the moderation of the trade union leaders employers 
were now^ liitting labour hard by l ock-outs : and certain l abou r 
omra^es in Sheffield sufficed to produce a demand for a 

Royal C'ommiss ioiL_mi.trade...unioiiism. T’he Trade Union 

Congress of 186b a(T:epted the challenge and secured the 
setting up of an i mpart ial l)ody. The commis sion w'as not 
unanimous in its findings. I’he majority held that the dis¬ 
position to strike did not increase w^ith the strength of the 
trade union while the minorit\' went farther and declared 
that the stronger the union the less was it inclined to launch 
a strike. The Ibrnicr desired a relaxation of' the combination 
laws while the latter recommended their repeal. Both pro¬ 
posed the regis tr ation of tr ade unions and the grant o f 
protection to thei r funds. 

Under th e Trade Unio n Protec tion of Funds Act of 1869 
temporary protection w^as extended to trade union funds. Tii 
187[ the Trade Union Actjgjgippwered unipjis^to rejiis^ and 
provided [j^fe^uarcL p roperties of such combinations; 

it declared that a trade union w^as not to be unlawful merely 
because it was in restraint of trade. Unfortunately its effect 
was largely undone by the passing in the following year of a 
Qriminal I^aw A rn^^pdment Act which p rescribed sev ere 
punishmcnLiQr.q3icket^ The Fabourers 

now clamoured for its repeal, but Gladstone’s government 
refused to yield. It was the Conservative ministry of Disrael i 
that placated labour by the Conspiracy and Protection o f 

P^cTtv_Act_pf L87i whigh^oiaxk peaccfc 

Under it a combination was not to be unlawful if it was 
formed for doing something which if done by an individual 
w^ould not be illegal. 


THE NEW UNIONISM 

In the four years that followed 1871 the streng th of English 
trade unions nearly doubled . This was one of the three 
‘ high tide s ’ in trade union history in the nineteenth 
century, the o ther tw^o being the years 1833-3 4 and 1 889-90 > 
Fo r a decade after 1875 the wwking-class movement w^as 
d estitute of a welding forc e and was made up of discordan t 
groups of union s, not caring to look beyondtheir local hori- 
zons, and engaging in disputes about the demarcation of their 
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legitimate spheres. It was ^ period of tr ansi tion in method s 
of_pr oduc tion, and the replacement of one group of skilled 
workers by another created this friction in the trade union 
ranks. 

* Up to 188^’ said the Webbs, ‘ laissez-faire was* t he 
political an d social c reed of the tr ade union lead ers and the 
rank and^jilc^ Within a decade we find the w hole trade 
u nio n world permeated with coll^^^^^ ideas and tlie socia list 
pa rty supreme m t he T rade Un io n C ongress. This revolutio n 
oFop injon is the chief event o f trade imion h i story a t the clos e 
o f the nineteenth centc^V^? The’ st rrring propaganda o f 
e bullient spTn tsT the pat ient inve stigation of a phila nthropist, 
and the stark realities oT economic depre ssion now mfii^d 
to kindle Tn tlie mass of the workers a new fervour. Henry 
Cifiorge’s Progress and Poverty^ now widely read, made a great 
appeal to thousands of workers and set going a wave of 
emotion. By assiduous lecturing the disciples of Karl Marx, 
Hyr^Uiaii, Morr is and others s pread at tliis time the g osp el 
o f collec tivi sm : while C harles Bo oth, a merchant, made a 
s ystematic —statistical sUjdy of the social condid 
London peop le, revealing a spectacle of revolting poverty 
which brought home the need for social reform. It was a 
time o f industrial fluctuations * E ven hig hly skilled labourers 
were sometimes o ut of employmen t. ThSr difficulties 
provided ample and arresting illustrations to the socialists 
who were preaching the inherent contradictions of capitalism. 

‘ What was of more effect,’ wrote the Webbs, ‘ was the fact 
that the s ocialists alone ofi’ey^d a solution which had not yet 
been tried and found wanting‘^.’ 

Even during these years, when the radicals held the strings, 
the English trade unions did not , like French syndicalism, 
move akmg a blood-stained course . In fact, the ‘ upward ’ 
s pread of the m oveme nt among the middle cla ss, ‘ the black- 
coatedproletariat,"’ teachers, government employees and 
municipal officers, was as striking as its progress among the 
unskilled labourers. It was this which called forth the 
indictment of the communist writer Engels that ‘ the British 
working class is becoming more and more bourgeois and it 
seems that this most bourgeois of all nations wants to bring 

^ Beatrice and Sidney Webb, A History of Trade Unionism, P. 374. 

Ibid,, p. 382. 
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matters to such a pass as to create a bourgeois aristocracy and 
bourgeois proletariat side by side with the bourgeoisie^.’ 

In the l ast qu»a rtcr of tlie nineteenth century t rade unionism 
appeared i n the countr yside. The leader of the agricultural 
labourers was T osepli Arch , who, in 1872. organized a trade 
union. So fi erce was the antipa tliy of the landlords to it 
that it ceased to exist by 1894. A fresh attempt was now 
made by George Edwarci to ralK* the agricultural labourers. 

The mo\^ement a cquired ccaisidera ble s trength by the in¬ 
cl usion of the t ransport w orkers. 'Their first union was 
fcTrmed in 1871, anTfiii 1890 the Amalgamated Society of 
Railway Servants was formed which, in the early years of 
this century, threatened a trial of strength with the em¬ 
ployers and f ocussed atte ntio n on the question ojlmachin cry 
for settling industriajrdlsp^i^ 

It was with unskilled l abourers that the most e xcit ing events 
in the trade union history of this period were connected. "^Iii 
1889 there was the London match-girls’ strik e. Organized 
ably by Annie Besant, it roused much sympathy ancl ended 
in a labour victory. Then came the strike and success of the 
gas-workers. The high l i gh t of trade union activity was the 
.dock-workers’ paralysed the 

^^Jldon^pjatt and ended in a resbuhdihg labour ^It 

assured the position of trade unionism among the un¬ 
skilled workers. 

The activities of unions which were ncjw attr acte d by the 
denoted by the expression ‘ New 
yiiion ism.’ Unlike the unions of the early and the middle 
nineteenth century they' provided only trade benefits, holding 
that since the workers had the franchise they could secure 
friendly benefits from Parliament. The workers who now came 
into the movement could not afford to pay high contributions. 
Trade union leaders wanted the unions to be purely figh tin g 
organiz ations. I’hey also desired contacts with the labour 
movements of other lands. In 1 888 the First International 
Congr ess of Trade Unjons was held in London. 

Towards the cl ose of the cen tur y tr ade union ism became 
c losely connected witit.jhe ^ofitigM. lab^^^ In 

1884 the F abian Soc iety was founded, and it soon began to 
issue a str eam of pan iphlets in which collectivism was ex- 


^ Anti-Dilhrin^, 
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p ounde d in a very concrete way. Nine years, later the 
I ndcpei i gehTnC^iouF Pan^ into being, thanks to the 

efTorte of a trade unionist, Keir Hardie . The Trades Union 
Congress gave up its Liberal allegiance. By 1899 trade 
unions, the the Social Democratic Federation (formed 

in 1883) and the Fabian Society joined forces to get more 
labour representatives into Parliament and set up the Labour 
Representation Committee which in 1906 became the 
Labour Party . ~ 


THE 1*RESENT CENTURY 

I’he strength of the Trade Union Movement before 1 874 
is not known. At that time it was said to e xceed a milli on. 
By 1 §22 it had risen to a mill ion a nd a half, constituting 
4 per cent of the census population. Tn 1920 it touched the 
six million mark, 12 per cent of the then inhabitants of 
the island. 


Year 

Tm 

1905 

1910 

1920 

1925 


I Number of trade unions 
[ at the close of the year 
" 1 , 3 ^ ^ 

1,244 
1,269 
1,364 
1,144 


Members 

(thousands) 

'"T,022 

1,997 

2,565 

8,344 

5,522 


Between 1890 and 1920 there was a tepfnld e xpansion o f 
t he funds of trade. , - union s and by 1920 they had a large 
fighting fund, not dreamed of in the nineteenth century. 

In the e arly years of the centur y ‘ i ndustrial unionism .’ 
now preferred to ‘ craft unionism .* made headway. The 
Amalgamated Society of Engineers was a craft union whereas 
the Amalgamated Society of Railw^ay Servants was an in- 
d us trial unio n embracing workers belonging to the various 
crafts and grades in industry. This preference w^as the out- 
c ome of a widening of the aims of trade union leade rs. Instead 
oflooking upon the trade unTon as an organization for en¬ 
suring good working conditions, the leaders now saw in it 
the.j]a£a ns of achieving industrial democrac y (i.e. the control 
of industry by all the workers engaged in it). 

S hortly before the First World, War the trade union 
movement showed a well-knit organizatio n. In the first 
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decade of the present century there were a number of amalga¬ 
mations and big federations came into existence in the labour 
world. The crowning result was a triple alliance of miner s, 
railwavrnci i and transport worker s. 

The first decade of the twentieth century was a stirring 
time in trade union history, and t wo Acts now passed served 
as i mportant lan dmarks i n the e volution o f trade unjp n 
law. Each was passed after much pressure. In 1900 the 
Law I.ords pronounced the ‘ Taff Vale ’ judgme nt which 
j eopardized the legal foundations of trade unionis m that had 
been considered unassailable! Beasle^ the manager of the 
Taff Vale Railway Company, brought an action for damages 
against the Amalgamated Society of Railway Servants, some 
of the members of' wliic:h had damaged railway property 
during a strike. Despite the advice of his law'yers he carried 
the case to the House of Lords which decided that the trade 
union should pay /!23,000 to the company. According to 
the decision a trade union could be lield responsilile for a 
‘ civil wrong ’ committed by any of its agents and it could 
be restrained by an injunction of tlie court from doing any¬ 
thing considered ‘ wTongful ’ by the judges a verdict w^hich 
placed the unions at the mercy of the judges. Construing 
the judgment as a counter-attack against the labour move¬ 
ment by the higher classes, labourers now swelled the follow¬ 
ing of the Labour Representation Committee, and in 1906 
a small party of labour representatives came into existence 
in Parliament. The party’s efforts resulted in the passing 
of the I rade Disputes Act of 1906 w hich dec:lared that ‘ an 

action against a I’rade Union.in respect of any tortious 

act (i.e. any civil wrong giving rise to a claim for damages 
alleged to have been committed by or on behalf of the Trade 
Union), shall not be entertained by any court.’ Under the 
Act of 1875 a combination should not be regarded as a 
criminal conspiracy if it was for a purpose which if pursued 
by an individual would not be so regarded. The Act of 
1906 extended the same principle to civil acts. It also fully 
legalized peaceful picketing. 

No sooner did the echoes of the Taff Vale case die away 
than the trade union world grew incensed over the Osborne 
judtfm aot. In 1908 Osborne objected to his union, the 
Amalgamated Society of Railway Servants, raising a political 
levy and applied to the Courts. The judiciary r estrained the 
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u nion from engaginjg in politLc s. The hullabaloo which this 
created st rengthened the Labour Party : the miners now 
joined it, and by 1910 all the major unions had followed suit. 
The persistent pressure of the workers led to the passing in 
1 913 of the Trade Union Act which asserted the right o f 
t rade unions to engage in any lawf ul a^vity, b ut place d 
ce rtain restrictions on_p olideal activit y. Only if the ma jority 
of members expressed in a ballot their consent to participa ¬ 
t ion in p olitics could a trade union engage in it; and it was 
required to keep its p olitical fund separate and permit any 
member who did not wish to subscribe to it to 'contract out,’ 
without in any way abridging his rights and privileges as 
a member. 

On the eve of the First World War, Syndicalism and Ciuiid 
Socialism cast a spell on sections of the working class and 
there was a wave of strikes. In 1913 railway unions achieved 
recognition by companies. "J"he outbreak of the war put an 
end to unrest. 

The trade unions and the Labour Party now went all out 
to win the war. 'Fhe great d emand for women work eiis and 
hi gher wages swelled the ranks of the trade union move¬ 
ment. Some unions were now organized exclusively for 
women but many^ women became ineniljers of unions admit¬ 
ting both sexes. 

Another significant development d uring the w ar was the 
S hop-Stewards’ Moveme nt. It was particularly acth e in the 
Clyde area. Before the war the shop steward was only a 
minor agent of the branch or district committee, having the 
function of seeing that the members in his workshop did not 
fall in arrears in the payment of contributions. His power 
was greatly enhanced by the frequent necessity to express 
grievances which war conditions created. It was a time of 
rapid change in workshop customs and the Munitions Act 
subjected the worker to a new kind of discipline which w'as 
vexatious. The workers in many s hops now chose spokesmen 
with out any reference to the ir nErade union organiza tion. Lhe 
spokesmen airned^ at improving working conditioTis and at 
having a say in the management of the industry. 

The immediate post-war years were extremely unsettled 
and l abour unrest culminated in tlie Gei^eral Strike of 192 6. 
In the autumn of 1924 depression in the coal industry caused 
friction between labour and employers. Two y^ears later 
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when the Goyer nment c eased to su bsid ize the industry, the 

and the Q^ieral Cpm^^ 

Tra dcrUni on Congress (created in 1921) took up the gauinTlet 
and c alled a general strike. For nine tense days the industries 
of the country remained paralysed, but the unfaltering deter¬ 
mination of the Government compelled the Council to capitu¬ 
late. In 1922 l^arliarnent passed the Trade Union and Trade 
Disputes A ct which declared illegal all strikes which had any 
aim beyond a trade, dispute in the mduslry 

or were * c alcu lated to coerce the Government either directly 
or by inflicting hardship u pon th e commumty.’ Unions ol 
State employe es were forbidden to affiliate to the Trj^e 
Union Cfuigress. The Act alsoTmd it dbwi^ thos e who 
wajued3pZ^^?c fund should maka-ii 

clecl^ration. This last provision greatly reduced the jn 

c)f.lJje„LaJLm^^ 

I’lie discomfiture of labour in 1926 had for a decade a 
depressing eflect on trade unionism. The following table 
shows that there was a revival only after 1933: 


Year 

Trade Union Membership 

1926 

5,219;00() 

1933 

4,392,000 

1937 i 

5,851,000 


In the decade following 1926, industrial disputes ceased 
to be an important problem. For the entire \vage-earning 
labour loss of wc^rking time through industrial disputes did 
not average a third of a day a year. 

The Trade Disputes Act of 1922 was re pealed by the L a bou r 
Government in 1946 . As ‘ contracting out ’ now, replied 
‘ contractin g in ’ the repeal greatly inc reased th e politica l 
funds of trade unio ns. Civil Serv i ce Trade U ni ons were now 
per mitted to link up .^yid\..ffie ra de Union Co ng ress and to 
createj^H pcal fund s. 

Tn tmT Second World War and post-w^ar years the trade 
unions have been assisting the drive for greater productivity. 
They have realized that the workers would l)enefit not merely 
by a gradual redistribution of wealth, but by a great increase 
in production. From purely fighting organizations pressing 
sectional interests they have now changed into constructive 
forces aiding to create a welfare state. 
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Sec;tioii 2. 

FACTORY LEGISLATION IN ENGLAND 

OPPOSITION ro FACTORY LAWS 

The revolting working conditions in English factories during 
the early nineteenth century were described in Chapter IV. 
Throughout the nineteenth century there was controversy 
about the passing of factory laws for the improvement of 
working conditions. Arguments brought forward against 
factory legislation were defended on the ground that new 
conditions showed them to be sound. 

The laissez-faiTe theoreticians produced a number of argu¬ 
ments ag ainst the passing of facto ry Acts. They contended 
that St ate regulation of workin g hours would br ing dow n 
produc tion whereas co mplete freedom of ente r pri se w^as 
ix)und7Tn course of time, to remov e current evils. The classi¬ 
cal economist, Nassau S enior , worked out the strange theor y 
that an e mploy er 's, p r o fit was m ad e fr prnjlhe workn 
the l ast hour of the fac t ory da y. Any reduction, therefore, 
in working Fours would force him to close down. 7’his 
theory ^vas disproved by the experiment of some enlightened 
employers who found triat reduction in working hours cictually 
augmented output. 

The example of foreign nations was sometimes cited as an 
important fact against the enactment of factory laws. The 
argument was similar to the one which justifies protection on 
the ground that industries in foreign lands which employ 
cheap labour would be formidable riyals to the manufactures 
of nations with a higher leyel of \1^ages. When England 
reduced the working hours in her factories, the opponents of 
factory laws declared that she would suffer because of the 
competition of foreign industries in which labourers were 
employed longer. But this argument went by the board 
when the textile industry remained prosperous even after a 
number of factory laws were framed. 

Strangely enough the in terests of labou r were put forward 
by some as a g round for opposing factory la ws. The fervent 
free trader, l ojm Brig hT,^ condcmnccl the^ Ten Hour s Bill, 
passed in 1847. as ‘ a delusion practised on the working 
classes ’ which ‘ at no distant day* would have to be re¬ 
pealed. He thought that this Bill would ca use a fall in 
7 
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wages. Some contended that a l ong workin g day had a 
w holesome i nflue nce onlie morals . of t lie workejx iid that 
its red uct ion would promote vice and crime. But all these 
Idreliodings were falsified liy the ejects observed after the 
passing of factory laws. Yet the desire of vested interests 1o 
rationalize died hard. The same arguments were used when 
the extension of factory acts to new industries wa. con¬ 
templated. 

When these opponents of lactory acts were wfirsted, the 
cham pions of women's rights took up I he cudgels. In the 
last quarter of the nineteenth century, a number of supporters 
of women's rights declared that the e ffo rts of meifs unions 
to se cure a hmitatiuu..u£lhe working hoiirs f<)r ^>'‘)nienj^':ei a 
plot to exclucle lii^i. e^^^^ flfc (actorjes. Women 

being denied the franchise feared that this 
would further low(‘r their status. But it soon became quite 
clear that the men’s unions had really no such sinister motive. 

There were a number ol” r easo ns I or the anielioralioiLt)!’ 
'' 9 Xkinii_.cpnditi^^ in tlie n.M)PtXCUth.,ceiilur>'. I he subject 
was discussed lor some years before the passing of tlie first 
F actory Act in U102. Wilberforce greatly influenced pulilic 
opinion against the abuses of* the factory system, and people 
I began to demand fhriU)n; laws, not out^ of concern lor jhe 
but because of afT' aiixietv { o save tfieir 
sqijls. Owing to tlie Ex ertions L£„Jiic,iandlQrds the factory 
reform movement gathered momentum. The\’ w'ere in¬ 
furiated that the industrialists had succeeded in their eff'ortjr 
to secure the repeal o(' the Oorn Laws and desired to spite 
the manufacturers. Other factors wiiicli helped the cause of 
factory reform W'ere thr ^growin g power of* tra de un io|is. the 
ij, p ropaganda o f social reformers , and the 

tension of tlie franchise to workers nnder ili£-.AcliijQi*J.ii67 
a nd LB8i« 

Both the Conserxative and the Liberal parlies supported, 
with varying intensity of enthusiasm, the cause of factory 
legislation. The f our great codifications - those of 1878, 
1891, 1901 and 1937—were all the work o f* ConseiYajive 
Government s. The 'l ories, w^ho in the early years oT tEe 
nineteenth century were zealous supporters of* factory legis¬ 
lation, became, after the middle of the century, less fervent 
in their advocacy owing to their opposition to socialism which 
was influencing the working-class. Nevertheless they could 
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not give up their support to a further improvement in work¬ 
ing conditions in i'adories as fa ctory acts seemed to be one 
w ay of defea ting socialism. The r ole of the I^iber als under¬ 
went in the course oP*the nineteenth century a_£or^lete 
transfornia.tio Early in the nineteenth century they were 
o pposed to fact o ry laws and upheld laissez-faire principles, 
])ut as the century advanced m any of them dem?^.ri^i^fl social 
began to ad vocate h^ eUyry^^Jegislation with even 
greater fervour than the Conservatives. 

THE PASSING OF FACTORY l.AWS 

'fhe first Factory Act—that of the year 1 802 —was largely 
the outcome of the exertions ol'Sir Robert Peel, the father of 
Sir Robert Peel, the British Prime Minister. This ‘ Health 
anci^Morals Apprentic es Act ’ forbade w()rk to children after 
iii neP Tcl(Klk^~a' Ping 1it and limited their woikmg daPTJ) 
t welve hours. The measure includecrregul ation s on a variety 
ofjTiaJUg’s such as tlie c^lothing of apprentices and sanitary 
conditions in the factory premises. T o en force all these 
provisions. Justices <jf tlie Peace were to appoint t wo v^isitor s 
i br each district. 

The Act was very often not enforced by the visitors, some 
of whom were actualK' unaware of the duly they were to 
discliarge under it. But the evil of' e xploitation of pau per 
a ppre ntLces decreased ov\ing mainly to the fact that when 
steam-power factories developed in cities industrialists found 
it e asy to secu re a g ood nyirnber of' wage-t^miru^ 

A philatuhropic factory owner, Robert Owen, demanded The 
application of the 1802 Act to the wage-earning children. In 
1 819 Parliament passed a measure prohibit ing the employ¬ 
ment of wage-earning or appr entice children imder nine years 
of age in cotton facU)rk^s. It was laid dowiTtHal iheriiours 
of work for children bel ow sixteen should not^exceed twelye. 
This Act w'as amended several times. In 1831 an Act 
ordained that the working day for ch ildr en u nder ei g hteen 
should not exceed t we lyc. 

In those days factory owners could easily evade the Acts. 
The need for sterner measures was repeatedly urged by 
Oastler and Sadler. Another great a dvocate of factory leg is¬ 
lation at that time was the high-minded William Ashley 
Cooper, later the Earl of Sh aftesbury, who preferred a life of 
indefatigable striving for anlihpopulai’ cause to a life of ease 









164 


ECONOMIC HISTORY OF ENGLAND AND INDIA [PART I 


and luxury. I'lianks to his unremitting labours, by 188^ , 
the c ondition of wome n, diildrcn and e ven men in iacto ries 
sh owed a strikin g i mproveme nt. 

InJiiiLL was passed the first eireclive factory act—the 
Ashley FactorY..^A<^'t which laid it down with regard to textile 
mills (to which only it was applicable, silk mills being 
exempted) that chi ldren bet y^een nine and thirteen ^hould 
n ot w ork for more than n^^^^ a day and ToFty-eight 

hiiVirs a week and that the hours for young persons l>etween 
th irtee n and cigliteyn sliould not exceed twelve hours a day 
and sixty-nine a we^. The latter two were forbi dden to 
w ork a t rn^it." The Act was to be eiilprced_ by^^^ in- 

s pec t ors wdth powers to fine employers. 

One of the loop-holes in the measure was the condition that 
the c ertificate of a ny physician ,or surgeon w^as sulEgient Jo 
establish the age of persons employed. But the Act was in 
many respects l)ctter than earlier measures. Not only w'as it 
wider in scope but it was far more effectively enforced. In 
fact it is said to mark an epocii in the history of the administra¬ 
tion of factory laws. For long the principles embodied in it 
remained the basis of English factory laws and the measure 
was a model copied in Ibreign lands. One of its provisions— 
tfiat which prescribed school attendance for two houys to 

children.w^as the beginning of compidspry education 

of ch ildren. 

Ashley’s ideal was the ten-hour day and therefore ilie 
agitation for factory legislation continued even after the pass¬ 
ing of the Act of 1833. After 1840 the fight for factory reform 
was intensified by the struggle lor the repeal of the Corn 
Laws. In 1844 Sir Robert Peel’s Factory Act w^as passed. 
It was to appR^to all textile factor ies, except mills, which 
used machinery. ArTTmportant provision of the measure 
ordained that adult—womeiu like ‘ young persons ’ would 
have only twjJve-iKmrs^ of ,worJk* In one point the measure 
was retrograde—it fixed the min i mum age for children who 
could be employed a t eigh t. Under the Act the hours of 
w ork for children between, ..dght jhirte^ should not 
exceed six and a^hajf and they should put in three hours 
scHooT. The option was given that children could be em¬ 
ployed up to ten hours if they attended school on alternate 
days. To prevent the employment of children in relays 
special provisions were devised. As regards enforcing this 
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measure, there was a distinct improvement. The powers of 
factory inspectors were enlarged, but they could no longer 
impose fines. Tlie employers were hereafter to be brought 
before the local magistrate for transgressing the factory laws. 
This change gave a fair deal to the manufacturers and at the 
same time appearance in court often served as a deterrent to 
the infringement of the enactments. Another healthy inno¬ 
vation was the b anning of the cmplovm£n.t..-Qf chil dren to 
clean and oil machinery whiTeT t was in motion. Employers 
were required to fence mac hinery and made liab le to the 
payment of p ecuniary .co mpensat ion for iiijuries that could 
be averted by enclosing machinery. 

Those who wished to bring in a t en-ho ur day continued to 
press their demand with unflagging /cal, and in 1847 the 
Field cn Factory Act_eml)odied this ideal. It was hailed by 
KarlTiIarx as a resounding victory for working-class princi¬ 
ples. ‘ 'Fhe English factory workers,’ he declared, ‘ were 
the champions not only of the English but of the modern 
working class generally.’ But the Act was infringed by the 
introduction of the relay system. Thanks to the efforts of 
Ashley this defect was removed by an enactment in 1850. 
For women, children and young persons in textile factories 
there was now a ten and half hour day. The State, however, 
did not apply this measure to the men as they were thought 
capable of protec ting themselves. The t en hour day became 
a realitN' un der an Act passed in 18 74. 

Between 1847 and 1878 a series of measures extended the 
bene (its of the IMZ-ActU o vari ous in dus tries and workshops. 
The chief among these were the Factory Acts Extension Act 
and the Workshop Regulation Act. 


During these years of factory reform the fervour of Lord 
Ashley also achieved an i mprovement of the cond ition of 
women and cliildren in min es. The repo rt of a committe e 
which was instituted in 1842 on Ashley’s demand to go into 
working conditions in mines told a lurid tale. The document 
annoyed large sections of the people and served to promote 
reform not only in mines but in factories also. U nderground 
w ork ibr women and children was stopped by an Act ol^l 842. 

By 1870 the statute-book contained many rules and” regula¬ 
tions which did not dovetail, but presented a thorny problem 
of definition and systematization. They were now sifted and 


codified. The codifi cation was 
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Workshops Ac^ (Cross Factory Act'^ oi' ISTU whicli also im¬ 
proved the existing arrangements for eniorcement. But the 
Act d id not indicate the sphe res ol‘ action of the sa nitar y 
i nspector s and lactorxT nspector s m,ri:tiaxd iQ.domestic.. workr 
shops; the proldem was dealt with in an Act of 1891. The 
nineties further witnessed an improvement in the conditions 
of work for women and children in factories. 

The next irnportant codification was in 190] when the 
Factory a.nd WorksTipps AcX reduced the hours for women 
and young persons to fifty-five and a half a we^. By this 
time the means of enforcement was far better through the 
appointment of a few women factory inspectors. 

In 1 908 an Act conceded the eight hour day^ to mine rs. 
They had been clamouring for this for twenty years^ This 
Act was e poch-mak ing, since it was th e first which fixed th e 
h ours for mcn^ who, throughout the nineteenth century, were 
expected to take care of themselves. 

It was immediately after the close of the First World War 
that the next notable stride >vas made. In 1919 and 1920 
the working hours for about seven million men were reduced 
to f orty-seven hours a week . The hours in textile mills and 
a number of other establishments continued to be longer. 
In ^937 the Factories Act limited the hours for women and 
young persons between sixteen and eighteen to forty-eight 
hours a week and for young persons under sixteen to forty - 
four h our s. St rict regulation s were made under the Act 
foTp rotecting the health o f the factor y wor ker. The Act was 
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extended to a number of other trades in 1938 and the hours 
of work which it laid down are now^ enforced under an Act 
passed in 1948. 

'rhanks to the adoption of a variety ol' safety regulations 
and the education of the worker fatal industrial accidents 
have sliown a downward trend in this century. In 1950 
there were 722 fatal accidents in factories while in mines 
there were 493. 

The conditions of work in British factories are steadily 
improving and already in some factories health and welfare 
standards are higher than those laid down ])y law. Progres¬ 
sive employers are shaping their w^elfare policy in consultation 
with the workers. In this they are greatly aided by a number 
of official and voluntary agencies. 

Section 3. 

LEGISLATION ON INDUSTRIAL DISPUTES AND 
WAGES 

INDUSTRIAL DISPUTES 

Even in the early nineteenth century industrial disputes 
became, in England, the theme of legislation, but the enact¬ 
ments made })efore 1896 were w'oefully ineffective. Under 
an Act passed in 1824 Justices of the Peace secured arbitrary 
powers. In 1867 and 1872 law^s provided for the institution 
of conciliation boards. The problem of'capital-labour tension 
^vas becoming mor<! troublesome than ever and the need was 
clear for a l)etter approach to the question. How^ever no 
radical departure was made immediately from the prevalent 
practice. The Act of 1896, which was the outcome of the 
Labour Commission’s Report of 1894, emphasized the prin¬ 
ciple of voluntary effort to settle disputes, and provided a 
more adequate machinery to further such effort. The Act 
encouraged the formation of conciliation boards and autho¬ 
rized the Board of 'IVade to mediate. The Board of Trade 
could appoint a conciliator when requested by one party, 
and if both the parties resorted to it, it could appoint an 
arbitrator. The parties were not compelled by law to accept 
their decisions. 

Under this Act a moderate measure of success was achieved. 
A large number of strikes and lock-outs were prevented, while 
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the conciliation machinery was becoming more adequate. 
In the years belbre the First World War it became evident 
that more comprehensive devices should be adopted to deal 
with labour unrest and iridusirial disputes. Efforts in this 
direction were made when in ISiOPi a permanent Court of 
Arbitration was constituted and an Industrial Council, com¬ 
posed of representatives of the employers and employed, was 
created to advise the Board of Trade alxuit conciliation and 
arbitration on current questions. 

During the turmoil of the First World War, Britain tem¬ 
p orarily edged away f rom the vt)liiiiiai:vwhich had 
become a tradition in the settlement of industrial disputes. 
The Munition of War Acts of 1915-1917 declared strikes il- 
'^legal and made t he decisions of Boa rds of AdMnUL<m-k\g!aib^ 
binding. The measures were repealed in 1919. 

In 1916 the W hitley Cornniittee was appointed to enquire 
into industrial disputes. It published twT) reports which 
embodied the results of an elaborate iinestigation. For 
organized industries the committee recommended the crea¬ 
tion of a t hree-tier machinery consisting of the Wi)rkslm p 
Comm ittee*, for dealing with a firm’s internal problems, 
ThstruTTiOimcils for tackling problems in a local area, and 
N ational Joint Counc ils where the (jueslions touching the 
entire industry could be worked out. In its second report 
the committee suggested the formation of National Joint 
Councils in p artix organiz^^^ mdustries and the est^isEmeht 
or continuation of the maclhnery of' Tiaiia-Bpi^ds in un¬ 
o rganize d tracies. 

The Whitley reports met with a mixed reception. While 
some employers hailed it as a momentous document others 
denounced it as a shallow attempt to deal, through an elabo¬ 
ration of existing machinery, with a problem which could be 
tackled only by a fundamentally different and radical ap¬ 
proach. Some employers were averse to carrying out the 
suggestions of the W'hilley Committee. Among the labourers 
there was a good deal of' trenchant criticism of the reports. 
In his Chaos and Order in Industry, published in 1920, 
G. 1). H. Cole wrote: ‘ Ihe Whitley Report did not in reality 
carry matters any further than most industries had gone al¬ 
ready, though at first sight it may have seemed to do so. . .. 
The general opinion in the labour world is that the Whitley 
Report can be safely ignored. It has added a few fresh joint 






CH. XIl] LABOUR MOVEMENT AND LABOUR LEGISLATION 169 


bodies to the large numl)er which previously existed in the 
various industries; but in their actual working most of the 
new industrial councils hardly differ from the old conciliation 
boards and conferences for which they were supposed to 
provide a vastly superior substituted’ 

'rhe Whitley Committee e mphat icall y declare d against the 
adoption of the prindpje ofxQXapulsory. iuiLi 
ParlTament passed the I ndust rial Courts Act which embodied 
the^rccommmdatiQns oiLtlie^amm^ UnTler it a Standing 

Industrial Court consisting of representatives of employers and 
workers as well as independent persons, all nominated by the 
Ministry of Labour, was created. If both parties repaired 
to it, the president, an independent member, chose the judges 
from the panel. Its decision was not legally enforceable^. 
Under Part IT of the Act a Court of' Incjuiry to investigate 
disputes and report was set up. 

It may seem that the Whitlc'y scheme achieved little siu> 
c^s, but it s trenurthe necl the habit of coiisuit^^ 
worker s ancl (?mj)[oyers. Only industries of the second rank 
resorted to the industrial Court. Though no law w'as passed 
to form Joint Industrial Councils, they were instituted in 
seventy-three industries, but these ceased to cxkt by the 
thirties in about twenty-three industries. The Court of 
Encpiiry did some useful work; it focussed light on various 
aspects of disputes and this blaze of publicit)^ gave its 
recommendations force. They were in a number of cases 
the basers for settlements. 

j \t pres ent, under an emergency order of the Government, 
o ne of lb£. partiejt can report a dispute iri cerim circumstances 
to^the .Miin It will be r efer red, if other means 

of’ settlement are exhausted, to the Industrial Disputes TVi- 
buniii which consists of a chairman and two other independent 
members appointed by the Minister of Labour, one represen¬ 
tative for employers and one for the workers. 

A top-leve l body which promotes consul^ among the 
Government, employers and labourers, is the Natio nal Joint 
Advisory C ou ncil in which are represented the EritisTi 
fimpioyers’ Confederation and Trades Union Congress. 

The best solution to the problem of industrial disputes is 
not the institution of machinery for settling them, but the 

^ P. 125. 





170 


ECONOMIC HISTORY OF ENGLAND AND INDIA [PART I 


creation of the atmosphere that will avert disputes or mitigate 
their seriousness. In recent years efforts have been made to 
give workers a sense of partnership. In a number of industries 
national a greements pr ovide for the cstaijlishment ol Joint 
CiOnsLilta tion Com mit tcH^s or Joint Productioil Committees. 
The practice of joint consultation on a variety of matters such 
as productive efficiency, absenteeism, safety, recreation for 
labourers, is spreading even in industries where no such 
agreement is in operation. 

Moreover, the part played by psycho logic al an d s ocjat 
ffuJurs in industrial relations is being iiuTeasingly appreciated 
and suitable machiticry is being created for " human engineer¬ 
ing ’ in the industries. A number of firms have established 
personn el departments. Between 1939 and 1944 the number 
of w'hole-time personnel managers and welfare officers rose 
from 1,500 to 1,GOO, and the expansion has been continuing. 
In 1 945 t he Ministry ol Labour created a Personnel Manage¬ 
ment Advisory Servke whose skilled officers have been giving 
valuable advice to firms in the delicate task of handling 
human material. 


REGUI.ATION OF WAGES 

Early in this century strong criticism of working conditions 
in certain sw^eated industries such as chain-making, ready¬ 
made tailoring, lace-finishing, led to the passing of the first 
T Vadc Boards Act (1909). Under it a Wages Board was 
constituted for eacli of such trades. It was composed of re¬ 
presentatives of employers and the employed as w'ell as 
• independent members ’ appointed by the Government and 
was entrusted with the task of going into conditions in the 
trade and fixing minimum w'^ages. Its decision w<is legally 
binding. 

*~TKe Act was extended to four more trades in 1913, and in 
1918 to a number of non-sweated industries where labourers 
were not strongly organized. 

When the post-war boom passed, industrialists began to 
complain about the wages fixed by the I rade Boards and in 
1921 the Government appointed a committee to consider 
their working. The verdict of the committee went against 
the prevalent system. It pointed out the existence of a multi¬ 
plicity of wages for kindred industries and regarded the level 
of wages as too high to enable English firms to withstand 
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the rising tide of f.ompetition from foreign industries employ¬ 
ing cheap labour. A return to the 1909 principle of confining 
the system to the sweated trades was advocated by it. 

M'he protagonists ol' Trade Boards debunked the views of 
the committee and prexented the (Jovernment from reverting 
to that principle. 

A numbcT of surveys of the working ()f Tmde Boi^rds showed 

that they in crease d t he s trength of trade.unions, enlianced 

e fficienc y, im proved tl ie relktlom between labourers and their 
employers and cajuis^d Jit.dt^ unemploy However, a few 

delects were also apparent in tlieir working, riie time taken 
between decision and enforcement was ol'ten too long, the 
machinery for enforcement was inadecpiate and the methods 
of enquiry of the Boards left somelhing to be desired. 

The principle of Mm irnu m Wages was extended to iig^rieiib 
tural workers in 1924 when the Agricultural Wages Act wa^ 
passi^^ [JiTdef Ti Cdurity Agricultural Wages Committees 
were set up to fix statutory minimum wages lor workers and 
a National Wages Board was created to act in case the county 
committees failed in their duty or if they needed its help. 

In 1934 the British Government adopted a new principle 
for regulating wanes. An Act of that year gave the Minister 
of Lab our mm et to ma ke collective agreements iDctween 
pl over s,.land-.workers i the Cotton Manuractunng Industry 
wliicli would be l egally land ing on the parties. 

Idday statutory minimum wages prevail only in those trades 
where the organization of either the employers or the workers 
is inadequate for collective bargaining and enforcing a 
collective agreement. 


Summary 

Section 1. 

The Seminal Tears :— 

Even in the seventeenth century there were organizations 
of workers similar to modern trade unions. 

During the period ol' the French Revolutionary War they 
were proceeded against under the Combination Laws of 
1799 and 1800, but could not be crushed. 

Immediately after the Napoleonic War an agitation for the 
repeal of the Combination Laws was started by Francis Place. 

^ H. A. Silverman, Econoinks of Social Problems, p. 70. 
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He succeeded, and the Act of 1824 relaxed the Combination 
Laws and granted the right of collective bargaining. But an 
Act passed the following year made the position of trade 
unions precarious. 

The Revolutionary Period (1834-1842);— 

In 1834 Robert Owen founded the Clrand National Con¬ 
solidated Trade Union and workers thought of overthrowing 
the Government. Their efforts failed and the big union 
collapsed. 

The Period of Cautious Advance (1842-1871);— 

Trade Unionism was now directcxl by practical men. The 
Amalgamated Society of Engineers, founded in 1830, exists 
to this day. I’he spade-work of a small group of secretaries 
of amalgamated societks -the ‘Junta’—made possible rapid 
advance in the last quarter of the nineteenth century. 

In 1871 tlie Trade Union Act repealed the Combination 
Laws and prenaded protection to the properties ol' trade 
unions. In 1875 peaceful picketing was legalized. 

The ‘ New Unionism — 

After 1885 the trade union world was permeated w'ith col¬ 
lectivist ideas. The propaganda of socialists and the diffi¬ 
culties of labourers during the Great Depression contributed 
to this development. 

Trade unionism now^ spread among agricultural workers, 
transport workers, and unskilled labourers. The unskilled 
labourers organized a number of strikes and w'on. The 
greatest victory was that of the London Dock Workers. 

'fhe new unions, which were attracted by collectivism, 
provided only trade benefits and not friendly benefits. 

Tow ards the close of the century the trade union movement 
became closely connected with the political labour movement. 

The Present Century :— 

4'he strengtli of the trade union movement increased greatly 
between 189() and 1920. 

‘ Industrial Unionism ’ was preferred to ‘Craft Unionism’ 
and it made good progress. 

Federations of trade unions grew up and just before the 
First World War the IViple Alliance came into being. 

The first decade of the century saw a good deal of labour 
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agitation. In 1900 the House of Lords tried the ‘ Taff Vale * 
case and decided that a trade union should be held responsi¬ 
ble for a civil wrong committed by any of its agents. Labour 
agitation led to the passing of the Trade Disputes Act of 1906 
which freed unions irom this difficulty. In 1913 the House 
of Lords restrained a trade union from engaging in politics 
when it delivered judgment in the Osborne case. The Trade 
Union Act of 1913 partly removed this difficulty. 

During the First World War a militant movement—the 
Shop-Steward Movement—developed on the Clyde, but it 
soon lost strength. 

In 1926 there was a General Strike which fizzled out. The 
IVade Unions and 'IVade Disputes Act of 1927 declared such 
strikes illegal. 'I’he Trade Union movement now' sufl'ered a 
set-back. The l.al)our Government repealed the Act in 1946. 

Section 2. 

Opposition to Factory Laivs :— 

I’he passing of factory law^s w'as opposed on various grounds. 
It was said that that woidd make it impossible for employers 
to earn any profit, bring down w'ages and low'er the status of 
w'omen. But those fears were proved baseless. Factory laws 
were supported by both the Tory and the Liberal parties. 

The Passing of Factory Laws :— 

The Act of 1802—Night work \vas forbidden to children 
and their maximum hours of w'ork were fixed at twelve. 

The Act of 1833—This first effective factory Act was passed 
l)y the efforts of Ashley. Hours of work for children in the 
textile mills were to be nine a day and forty-eight a week, 
and for those between the ages of thirteen and eighteen, 
twelve a day and sixty-nine a week. 

The Act of 1844—Peel’s Factory Act fixed hours of work 
for adult women at twelve a day and for children at six and 
a half. Two years earlier an Act forbade women and children 
to work underground in the mines. 

I'he Fielden Factory Act of 1847—It ensured the ten hour 
day to women, children and young persons in textile factories 

1847-48—The Act of 1847 was extended to various indus¬ 
tries. 

1878—The Cross Factory Act, a codification, improved the 
arrangements for enforcing the factory Acts. 
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1901—The Factory and Workshops Act, a codification, re¬ 
duced hours for women and young persons to fifty-five and a 
half a week. 

1908— The eight-hour day was conceded to miners by an 
Act. 'I’his was the first factory Act relating to men. 

1919-1920—Hours of work for a large number of workers 
were fixed at forty-seven a week. 

'J"hc Ad of 1937 and 1948 fixed hours for women and 
young persons between sixteen and eighteen at fort\-eight 
a week. 

Section 3. 

Industri al 1) isputes: — 

The first important Ad relating to industrial disputes was 
passed in 1896 and it encouraged the formation of C^onciliation 
Boards and empowered the Board of Trade to offer mediation. 
But the principle of compulsory arbitration was not adopted. 

1908.A permanent Court of Arbitration was set up. 

1916—The Whitley Cominittecr was ap])()inted. Fol' or- 
gani/cd industries they retoinmended the starting of Workshop 
Committees, District Councils and National Joint Councils, 
and for unorganized industries they suggested the machinery 
of Trade Boards. 'fhe\’ were against the principle of com¬ 
pulsory arbitration. 

1918.An Ad set up a Standing Industrial Court and a 

Court of Enquiry. 

4’hc W'hitley scheme strengthened the habit of consultation 
between employers and woikers. Today there is machinery 
for promoting consultation at all levels. 

Regulalion of — 

1909- 'Trade Boards were set up in a few sweated industries 
to fix minimum w’ages. 

1913 and 1918—'fhe system was extended to other in¬ 
dustries. They achieved a fair measure of'success. 

1924 -Minimum w^ages were fixed for agricultural workers. 

Today minimum wages are fixed in trades where labourers 
and employers are not strongly organized. 

Chief Dates 

1799-1800—Combination Laws. 

1825—Relaxation of the Combination Laws. 
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1833—'Flic first rfleetive Factory Act. 

1850—'Fhe Amal|L»amated Society of Engineers founded. 
1871—Tlie Trade Union Act. 

1875.P(*ac:criil picketing legalized. 

1878— The CVoss Factory Act. 

188)0- 'Flic London D(jck-workers’ strike. 

1900.'Fhe 'J aff Vale Case. 

190f)—'Fhe 'Frad(‘ Disputes Act. 

1913- The Osborne Judgment and the 'Frade Union Act. 
191() - 'Fhe Whitley Committee appointed. 

1920—The (General Strike. 

1927—'Fhe 'Frade Unions and Trade Disputes Act. 

1946—'Fhe repeal of the Trade Unions and 'Frade Disputes 
Act. 

1948—Factory Act. 



CHAPTER XTTI 


POOR RELIEF AND SOCIAL SERVICES 
Section 1. 

THE ENGLISH SYSTEM OF POOR RELIEF 

THE DEPARTURE FROM THE ELIZABETHAN SYSTEM 

To a large extent it was the drive shown by the Privy 
Council, the pivot of the Tudor system of administration, that 
ensured the successful working of the Elizabethan system of 
poor relic l.. A number of p arish es required frequent goading 
to function properly. As the seventeenth century advanced 
the authority of the Privy Council declined, and after 1650 
a number of parishes lagged woefully behind others in effi¬ 
ciency. Paupers now b egan to migr at e to ward s thos e p arishes 
whicJl were^^ w^^ best. To check this tendency, in 166?, 
an Act called the fe ulemep t Law, was passed. Under it a 
new-comer to a parish could be expelled within forty days 
if he failed to produce satisfactory evidence that he would 
not go on the poor-rates. This law had a most prej udici al 
e ffect o n many .labpureiS who now could not leave their 
parish in search of employment. Adam Smith said that there 
was no poor man in England in that age who did not at some 
stage of his life feel terribly vexed on account of this stringent 
measure. 7'his re striction remained until 1795 . 

W orkhouses were springing up in many parts of the coun¬ 
try. This new principle of providing work was to ^prevent 
peop l e from seeking relie f, except in genuine cases of need. 
Work was now given, not as in the Elizabethan days to solve 
unemployment, but a s a punishme nt. In this experiment 
Bristol took the lead and showed in the years following 1697 
a marked decrease in the number of paupers. I'he principle 
was therefore copied in many other parts of the country. An 
Act of 1723 finally p ut an end to out door relief o f the 
poor. Workhouse s were now Ran^J .. over - _to_priyate 
c ontractor s who soon made the system of relief a hideous evil. 

After the middle of the eighteenth century the m iseries of 
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t he peopl e due to industrial upheaval, the growth oF sen ti* 
mental ism , and the g reater authority of the just ices who were 
more sympathetic than the local overseers, c ombined to dis- 
rupt die^st^ in workhouses. 

THE ALLOWANCE SYSTEM 

^782 Gil bert \s Act caused a reaction against the 
allowance syst^i. The Act laid down that, where absolutely 
necessary. Justices of the Peace could supplement the wages 
of low-paid labourers from the poor fund. In 1795^ the 
Justices of Berkshire, meeting at Speenhamland, took the 
momentous de cision of using th is po wer, thereby ushering 
in a n era of unprecede nte d demoralization of labour. Their 
example waTcfuTcEIv' followed in many other areas and the 
result was, in the words of the Poor I.aw Commission of 
1832, ' a bounty on indolence and vice.* Employers re- 
duced t he usa ges oFlabour so that they could bearne eligible 
f or the poo r fun d. The drain on the poor fund Became so 
great that m some parishes rates had to be raised to a level 
that made cultivation of land not worth while. Employers 
preferred paupers as they were satisfied with less than a 
subsistence wage, and this in the long run was detrimental 
to the interest of employers themselves. But it was on labour 
that the system produced the worst effects. The labourer 
w ho did not exert himself got as much from the employer as 
the man who was conscientious. What was worse, dishonest 
labourers w ho managed to get an allowauceJ&^QiD t he Ju stice 
of the Peace, were l)e^tcrj^ dimi,_workers So 

c alamitous were the effect s on t he mor ality of labourers that 
a Select Committee on tfie system of poor relief wTote in 
1824: ‘ The parts of the country where the system p^revails 
are in spite of our gaols and law'^s, filled with poachers and 
thieves^.’ As the a llowance depended on the size 
famil y, there was little sexual restraint. Labourers pursued 
the ideal of the largest possible family, and many parishes 
teemed with pauper children. Reared from their birth in 
an environment where honest work was laughed at, they be¬ 
came the worst elements in the population, totally devoid of 
moral scruples, exhibiting a low cunning, and utterly in¬ 
capable of serious exertion, 

^ Smart, op, cit., p. 250. 
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* The Poor Law,’ write the Hammonds, ‘ soon became a 
viciaiJLi.xijxle I'rorri which the poor man could not escape. 
Wfiere things were at their worst a man who had any savings 
could not get lielp I'rom the rates; a man who did not get 
help from the rates could not get a farmer to employ himh’ 
iV) these e\'ils were added co rruptio n, and r nisa pprc)priation 
ol inoney by the local men, who handled large sums Ibr wide 
distribution. The system was at its worst in the South. On the 
Iiandioom weavers ol'the North the cMects were not liarmful. 

’[’he allowance* system was not universal. A number o( 
other methods of poor relief were also current, though they 
were all not so widely ach)pted as the former. 

I'lie outcry whicii the evils of payment of allowance pro¬ 
duced led to the appointment in 1 832 of a_Poo r I ia w Cdom- 
r 2 nssi<)n. I'lu* middle class, which in that year secured The 
vote, was suffering from the growing burden ol’the rates and 
was vitally interested in the ending ol’ the system. The 
Commission of 1832 did not produce a wholly unbiassed 
report. It was against the allowaiHc system, but did not 
condemn some other methods of poor relief which were harm¬ 
ful to the poor. 

THE POOR LAW AMENDMENT AC.T OF 1834 

In accordance with the recommendations of the Poor Law 
Commission the Pexu' Law^ 1834 was 

passed. 'The A('t empow-erST poor law authorities to com¬ 
bine parishes into unions for elTicient administration of poor 
relief. The wdiole machinery was to be under the supreme 
control of three J \)Oi^ haw Commissioners, a body which 
came to be known as " the threedjeaded 3^il-kiiyg.’ Evei y 
union was to have a Boa'fd of GuarTfans composed partly of 
elected and partly of nominated members. The Act of 1834 
put an e nd to the all owance system. The able-bodied were 
to get relief only on admissionTb "tlTe workhouse. 

'Pile new Act had both good and bad effects. It reduce d 
t he rates , chec ked corruption and a rreste d th e dem o rali/atio n 
of labour so successfully that Disraeli said that ‘ it w^as not 
possible to conceive a revolution which exercised a greater 
influence on the pe^ople at large.’ But it was an unduly 
harsh measur e, and the sudden rigidity that now resulted 


The Bleak Aj^e, p. 94. 
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meant a very had time for a miml)er of la})ourers. Em¬ 
ployers ref used to respond to it by raising the wages of agri- 
('iikural labourers and unskilled workers in the towns. The 
workhouse came t(j be desrril)ed.a^,jirc. J Jlastilk ‘ A single 
Englisi 1 workllouse,’ wrote a lawyer in 1832, ‘ contains more 
that justly calls for condemnation in the principle on which 
it is established than is found in the verv worst prisons or 
public lunatic asylums that T have seen. I’he workhouse as now 
(M'gani/ed is a reproach and disgiate peculiar to Englandh’ 
OiH' of the ci ueltie s in the workhouse which called forth 
much indignariL denunciation was the separatiory o^^^^ 
c ouples.. An Act passed in 18 47 exempted those over sixty. 

POOR RELIEl- IN THE PRESENT C:ENTURY 

The principles laid down in 1832 w^ere followTd without 
substantial modification until 1929. 1847 a Poor L aw 

Boar d was created to siipe rvise tlie adiniuM^ of.rt’^li^. 

and in 1.87J its place was taken by the Local.CjrOVjeriuiiEiit 

Board . 'I’he annual expenditure on Poor Relief w'as about 
£!{) million a year. But ‘ poor relief ( amc* too late to be 
preventive of destitution and in the majority of cases too late 
to be cmativtf^.’ Tn 1903 a Rcjval CVm imi ssion on the Poor 
Law'^ w’as appointed which made a number (A' significant 
suggesti<)ns regarding pauperism. 

'Lhe Commission held that, like employment, pauperism too 
\'aried in cycles. Its chief recommendations were the/ en¬ 
l argement of the area of' adn-infistr atirin fif>m th e Unio n to 
th^ (bounty and CouiT ty Bciiroimhs; the R eplacing of' work- 
houses of th e mix ed tvpe TTTnstTtuTions which were classified 
according to age, character and means, the^re moval of' child¬ 
ren from workhouses , the proper^co-ordin ation of dilfere nt 
charities (endowed and voluntary),tlie improvement o f 
out-door relie f; the provision of^ okl age pensions . r State in - 
stirance against sicknes s and u neniplovmen t. the establish- 
menl^pf Labour Exchanges a nd the^e xtension and st rengthen ¬ 
ing' of central control of poor reli ef. 

On certain points the commissioners were divided, the views 
of the minority being radical. Holding that there w^as no 
need for a poor law, the minority considered that there w'ere a 
number of reasons for pauperism wdiich should be tackled by 

^ (Quoted by the Hammonds, op. cit., p. 109. 

^ Beatrice and Sidney Webb, English Poor Law Policy, p. 313. 
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diflerent authorities. The necessitous, non-able-bodied per¬ 
sons should be dealt with by such committees of the county 
and the county borough councils, as the Education Com¬ 
mittee, the Health Committee, the Pension Committee. A 
special authority should deal w-ith the necessitous able-bodied 
and unemployment should be combated by the proper organi¬ 
zation oi‘ the labour market and a programme ol'public works 
for the years of slump. 

Most of the unanimous suggestions as w’ell as the minority 
proposals have since been adopted. The Poor Law^ Institu ¬ 
tions Order of 191 provided, to some extent, for c lassified 
w^orkhouse s. The extension of c entral t^ontro l was done in 1 91i ) 
when the Ministry of Health took overfrom the Local Govern¬ 
ment Board. In 1913 c hildre n betw^een three and sixteen, not 
under medical treatment, were ordered to be e xcluded horn 
WT)rkhouses , except for very brief periods. Old Age Pension s 
were instituted in 1908, and in 1911 u nemployment and sic k¬ 
ness insurance scJ iemes were adopted by the State, d’he year 
ljK)9 saw^ the creation of a network of Labour Exchang es. 

Another ten years w ere to elapse before opinion declared it¬ 
self in favour of the minority report. In 1927 the Local 
Government Act did away with the p oo r laW' authoritie s and 
transferred the work of relie f to the appr opriat e commit¬ 
tees of the county and borough counc ils. 

The National A ssistance Act of 1948 provided a unified 
State service ofSnancial help to the"nccg \\ I t is a ‘ residua l 
service ’ supplementing insurance benefits when they are in¬ 
adequate, and assisting people who cannot maintain them¬ 
selves, and who do not come within the scope of the other 
social security services. Under it a National Assistance Board 
was set up which, through the agency of the local authorities, 
gives lemporar)' ac:commodation to people who do not have a 
‘ settled way of life.’ Local authorities provide under the 
Act special welfare services for the blin d and other disab led 
person s> and a home for the aged and decrepit. 

Under the Ghilf|ren\s Act of 1948 l ocal authorities are to 
have special c hildren’s committee s for taking charge of child¬ 
ren deprived of a normal home life and to ensure their w elfare. 

The modern ideal of the Welfare State is opposed to the 
i dea of a poor law . The State is expected to organize the 
economic life of the nation in such a way that pauperism shall 
not arise. 
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Section 2. 

1 HE EVOLUTION OF SOCIAL SERVICES 

SOCIAL INSURANCE BEFORE 1914 

During the Great Depression in England in the last quarter 
of the nineteenth century, when British industry felt the 
severity of German competition, Englishmen became in¬ 
terested in German methods. Because of the differences in 
the political traditions of the two countries Englishmen could 
not readily adopt the German methods even when they found 
them more efhcient than their own. One of' the German 
innovations which was much criticized in Britain was socia l 
i nsurance —Bismarck’s device for cutting the ground from 
under the feet of the socialists. But by force of circumstances 
Britain fashioned by 1914 a system of social insurance which 
in some respects was more elaborate than the German scheme. 
She also l)()rrowed some features of her system (mm Denmark, 
New Zealand, New South Wales, and Victoria. 

\' oluntarv institution s acted as the pionecis of nearly all 
social services in England. The Charity Organization Society 
is an example of soc ial service by a v oluntary bod y as early 
as 1 869. 

'I’hc first advance towards social insurance was made by 
the Government near the close of the nineteenth cen tury, 
when ji rovision was made against iiitury and hardship 
caused [)v indust rial accidents. Until 1880 a legal decision 
had prevented such a provision. Trade unions clamoured 
for its abrogation and succeeded in getting Parliament to pass 
the Employer’s Liability Act in 188 0 in the teeth of tenacious 
opposition from industrialists] Ernployers became liable 
under this Act to pay compensation for accidents sustained 
through the negligenc e of managers, overseers and foremen. 
This measure was, however, n arrow in scop e and djd not 
ensure protecticjii against a larire number of accidents. 

In 1 897 employers i n certain dangerous trad es were made 
financially li able fbr all accidents to labourers arising in the 
course of their work” even when they were not caused by the 
negligence of the employer or his agents. The Workmen’ s 
Compensation Act of 1897, largely the work of Joseph Cham¬ 
berlain, was nf^t clear on c^erta in point s and produced much 
litigation. In 1906 another^ Workmen’s Compensation A(; t 
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local insurance ccjmmittees while the adininistralion of the 
others was entrusted to approved benelit societies. The 
insured persons had the right to the services of any physician 
whose name was included in the list of’ approved physicians 
pul up by the local insurance committee. 

In England the WT jrker’s contribution for healt h insurance 
was su pplemented bv the employe r and the G overnmen t 
whereas in Germany ih^tate aicrn()t make any contribution 
to sickness insurance. In 1912 the State spent over £7 mil- 
lion on health insurance. 

Let us iKnv turn to unemployment insurance . During the 
Great Depression unemployment assumed serious proportions. 
But until the present century the system of poor relief and the 
occasional opening of ‘ relief works,’ many of which yielded 
no good result, were the only expedients for dealing with the 
growing evil. In 1905 , by the Unemployed Workmen Act ., 
the Government empowered the Local Government Board to 
form d istress commissions in boroughs and urban distric ts 
w ith populations of not less than 50,000. The commissioners 
were to assist the unemployed to find wor k or t o provid e them 
w'ilh a job f(jr short periods . But the Act only scratched the 
surface and pointed strikingly to the need for bolder measures. 
Four years later the Labour Exchange Bill b rought into being 
a system of labour exchanges more closely co-ordinated than 
its German model. Labour received a greater measure of 
assistance in the search for jobs. 

The first important Act dealing with the unemployment 
problem w'as the Act of 1911 (already referred to) which, 
as far as seven trade s were concerned, required w orkers abov e 
the age of sixteen to insure against unemplovme n t. The 
scheme, like the sickness scheme, was to l>e Imanced on a 
tripartite basi s. It provided a benefit of seven shillings a 
week to the worker for a maximum period of fifteen weeks of 
unemployment in any year. Under this Act t rade unions 
that were e xtending unemplo> ment benefits were ^bsidized . 
The machinery of the labour exchanges was utilized for 
a ^m5ni^ring the scheme and the s upervision of their work 
was vested in the Board of Trad e. 

From 125,331, in 1891, the total expenditure on social 
services (public) rose to ;^55,260,872 by 1911. 
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SOCIAL SERVICES SINCE 1914 

The Workmen’s ("lompcnsalion Act, the Old Ajj^e Pensions 
Act and the National Insurance Act were all amended in the 
inter-war years. The Workmen's Comp ensation Act was 
a mended in 1923 so as t o provide lor an additionarpaym ent 
f or dependent children under fifteen . Many more workers 
were h rou^^^ht under the schem e, and the weekly m aximum 
c pmpensati oii lor the disal)Ied was also rai.^d. I’he scheme, 
however, shfnved a number ol defec ts. The cost ofad minister- 
in» it was hiulL diil kailties of interp retation were rrccTueiit and 
d elay iu the payment ol compeii^tion was often vexatious. 

In the years before 1939,' wrote a member of Parliament, 

‘ probably the hardest cases that were brought to the notice 
ol an M.P. and those about which he could do least to help, 
were those in which workmeivs compensation was involvedb’ 
In 1946 Parliament passed the National Insuranc e (Ind ustr ial 
Injuries) Act; under it w orkmen's compensatio n was placed 
on a contributory bas is, the worker was t^iven a right to 
disablement pension . and the funds a yailali le tp ^thejiijuxcd 
were coiisideral.)!v en lianced. 

Tlie O ld Age PcTisi mi^.Act. passed in 19(.)8, was amended in 
1 924, The ^rnount oi^ fiensio n was now i ^icrease( l. Even the 
new scale was not adequate for old people li\'int» in towns, 
but it greatly reduced the difhculty of those living with rela¬ 
tives. In 1 923 the Old Age Contriliutory, Pensions of te; n 
shillings a week was provided for insured men and women 
]3etw(‘en sixty-five and seyejilA’. S uppler ne ntar y ^jcnsions to 
wid(.)ws were provideerT mder the Old Age Widows’ P ensio n 
Act of J940 . Old people of* either s(*x were virtually freed 
from tile fear of' poverty when tlie National Insurance Ac t 
of 1946 provided a r etirement pension of tweiyty^six”slnllings 
a week. It w^as truly said that ‘ it is a measure of whicli the 
nation has a right to be proud 

Besides this provision, there are s uperannuation scheme s 
now worked byji u 1 )lic bodu* s and private firm s and c haritable 
endowments. ‘ The problem of old age has shifted from 
poverty to w^elfare.’ 

The National Health Art was amended a number 

of times, tlie amendments being co nsolidated in 1924. but the 


^ Jt)hn Parker, Labour Marches O;/, p. 86. 

“ (iuolccl by E. W. C'ohcn, English Social Services^ p. 107. 
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main principles laid down in 1911 remained unaltered. 'J’he 
s cope of the scheme was by this time much widened and the 
c ash benefits we re incre ased. The health insurance scheme 
was in cisively criticize d in the in ter-war years on a number 
of grounds. The c ash benefi t was held to be i nadequat e, the 
nature of the medical treatmen t provided was no t satisfactory , 
and d octor s were thought to give insuflicient attention to 
their panel patients. The m achinery for the nfl mjnisti-nif)n 
of the scheme, namely, the approved societies, was c n-cr- 
biirdencd with work an d did not function well. In 1946 the 
scheme was much modifieid by the I^aboiir Government. 
The National Health em powered the Governrneiit 


t^ke over all hospitals in the country and a dminister them 
through r egional HeaTth Bo ards. Clinics were to be establi¬ 
shed in allareas where doctors would give advice and treat¬ 
ment lo the public. 'I’he Act applies to the entir e population 
of the country which has t o pa\^ contribution s and is l>rvc n 
a ccess evT.n to t he best specialists, 'fhe measure is regarded 
as a great blow io class distinctions as it affords ecjual treat¬ 
ment to all sections of' the people. 

In the in ter-war years the unemployment insuranc e scheme 
formed the subject of bitter controversy and was changed a 
number of times. In 1 920 it was extended to include a ll workei -s 
except those engaged i n agricultu re and d omestic service . 
Two years later, when unemployment had increased, the 
Government had to lengthen the period for which benefit s 
were to be paid. An Act of 1922 provided for the payment 
of ‘ extended uncovenanted benefit.’ In 1927 the Blanes- 
burgh Committee recommended that the grant of ‘ extended 
benefit ’ should be ended, and shortly alter an Act eased the 
conditions of eligibility for the standard benefit. But the 
‘ extended benefits ’ continued under the name of ‘ transi¬ 
tional benefits,’ the cost of them being borne by the 
Treasury. In 1934 the scheme was shorn of its outgrowths 
since 19k). 

The question of unifying the various schemes, removing all 
anornalitrs and filling the gaps, was for long under discussion. 
During the Second World War S ir William Beveridge in¬ 
vestigated the whole field and published his famo us repor t 
( in 1942) which recommended the adoption of a ‘ cradle-to- 
grave insurance schem e.’ After lively discussions the Coali- 
tion Government a ccepted his chief proposals ; but only a part 
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ot' liis scheme was e nacted before ihe Labour Party grasped 
the lielrn in 1 945 . In the very first session of the new Parlia¬ 
ment the National Insurance Bill and the National Health 
Bill were passed. J’he Na tional Insurance Act applied to 
e\ er\one ab ove sc lu^oLleaving age in Britain . It exempts ^ 
from the payment of contri butions all self-employ ed arid non- 
e iiiploved person s whose income is be low 7^104 a ye ar. 
L nder the scheme are provided si ckness, u nemployme nt.. 
maternit y- and wi dow*s be nefit, ^ii iardiaifs allowanc e, r c^tire - 
ment pe nsicai and d eath gran t. In several respects the 
National Insurance Ac t marked an advance on t he Bcvericlu e 
plan . It Ir ansferred the administra tionpf the greater p an 
ol the s ocial sendees from public bodies and Friendly societies^ 
to_a^ AI h lis trv of N ation a 1 I ils u ra 11 ce. 

After 1944 a miml>er of other stej)s were taken by the 
(h)vernnient to ensure the welfare ol the British citizens. 
The Family Allowan ces Act (^1943) provides for an allowance 
of five shillings a weelc lor"every child in the family after the 
elder or the eldest below school-leaving age, fifteen years. 
At the beginning of 1931, 1.700,000 family allowances were 
being paid to more than three million families in Britain at 
an estimated cc)st of alxnit ^{'61 million. 

Another important step taken by the Government w'as 
towards making tlie towns more beautiful. In 1943 a 
Alinistry of Town and Country Planning was created to 
enunciate a national policy for the use and development of 
land in England and AVales and to supervise its execution 
liy the local planning authorities, New^ Towns Development 
Corporation and the National Parks Commission. 

In 1947 the T own and Countr\^ Planning Act was passed. 
Fhidcr it the local authorities were to prepare plans of develop¬ 
ment and give them wide publicity. If the approved plan 
is not challenged within six weeks l)y any affected party it 
will become legally enforceal)le. The Act laid it down that 
a ll private development should be l)rou ghyiiriider the control 
rf fhe phmrLincir authfirifft’s and local authorities \^fe invested 
with wide powers f or compulsory purchase of land . The 
Act also pro\'ided for the p rotection oT trees and woodland s 
and the p reservation of buildings of historic : or a rchitectura l 
interest . Aloreover, with the object of making all land, in¬ 
cluding the buildings upon them, pass from owner to owner 
at the ‘ existing value,’ the Act makes it necessary for a land- 
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owner to obtain the permission of the local authorities for 
developing his land, and if by development the value of the 
land is enhanced, the Act requires the landowner to pay a 
development charge. 

Under the New Towns Act of 1946 corporations have been 
created for the development of new tow^ns. 

The National Parks and Access to the Countryside Act of 
1949 provides for the preservation of‘ the beauty ol‘ the country¬ 
side. Under it a National Parks Commission has been set up. 

Something must be said under ‘ Social Services ’ about 
education. Today, school attendance is compulsory ])etween 
the ages of fiv^e and fifteen. Public provision of secondary 
education is being expanded with the aim ol‘ providing 
children an education suitable to their abilities. 

The greater part of the expenditure on education is met 
from public funds. Sixty per cent of this public expenditure 
is met from taxes and 40 per cent from local rates. In 1949-50 
universities were drawing two-thirds of their income from 
the Exchequer. 

Britain today has a Youth Service run jointly ])y the State, 
the local education authorities, and voluntary youth organi¬ 
zations, which provides for the leisure-time activities of boys 
and girls between the ages of fifteen and twenty. 

The question may be asked, ' What is the share of tlie 
richer classes in the provision of these services ?’ Mr. Colin 
Clark, in his book National Income and Outlay came to the 
conclusion that in 1913 the working classes contributed more 
than the cost of the services which were benefiting them and 
that in 1935 their share was 79 per cent of the total cost. 
Recently a member of Parliament wrote: ‘ In 1947-48 the 
lower income groups financed the social security schemes 
through their own direct and indirect tax payments, and that 
in the redistribution of incomes that took place the transfer 
from rich to poor was much smaller in size than the transfers 
of income inside the lower income groups themselvesb’ The 
total expenditure on social services (public) rose from 
£271,426,157 in 1924 to £832,475,000 in 1946-47. Even 
if the surtax payers handed over their entire savings and 
investment and earnings to the Government only a fourth of 
this cost could have been met. Though the rich are taxed 

^ James Callaghan in Socialism, the British Way, p. 140. 
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heavily, the middle and the lower classes are bearing a sub¬ 
stantial part of the Inirden of the social serv^ices. 

The eflbi'ls of the .State towards mitigating suflering and 
removing the liandit aps to a fuller life are well supplemented 
by a good number of \-oiuntary agencies such as the National 
Corporation Ibr the Care of the Old People (started in 1947), 
the Natiojial Council of Social Service, the Family Welfare 
Association, tlie Ciii/ens' Advice Bureaux. In the Welfare 
State they offer much sc«)pe for individual initiative in a 
great endeavour. 


Summary 


Section 1. 


The End of the Eliznh^than Sysiern :— 

As the authority of' tlie Privy Council declined in the 
seventeenth century the Eli/.abethan system ceased to be 
efficiently administered. The Settlement Law of 1662 ham¬ 
pered free movement of labour and caused much hardship 
to the poor. In many parts of the country the Workhouse 
Test came to be adopted. 

1 he Allowance System :— 

1782—Gilbert’s Act empowered Justices of the l^eacc to 
supplement the wages of tlie poor from the Poor Fund. This 
meant a ‘ bounty on indolence and vice.’ The burden of 
poor-rates became intolerable and the labourers were demora¬ 
lized. 


The Poor Law Amendment Act :— 

The Poor Law Amendment Act of 1834 put an end to this 
system. It arrested the deterioration of labourers, but the 
new sN'stem was very harsh. 'Fhe Workhouse Test meant 
much difficulty for the paupers. 

Poor Relief in the Present Century :— 

1905—A Royal Commission investigated the system. The 
miiK)rity report of the commission was more radical and it 
qtiesiioned the necessity for a poor law. Some of the com¬ 
mission s recommendations, such as the institution of labour 
exchanges and old age pensions were carried out early in 
the century. 
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1927—The Local Government Act transferred the work of 
poor relief to the c ommittees of county and borough councils. 

1948 “ The National Assistance Act has provided a unified 
State service of financial help to the needy. 

Section 2. 

Britain borrowc^d the features of her Social Insurance 
system from a number of‘ countries—Germany, Denmark, 
New Zealand and Australia. 

1897.The Workmen’s Compensation Ac t was passed. Its 

defects were removed by the Workmen’s Compensation Act 
of 1906. 

1906—The Old Age Pensions Act made those above the 
age of seventy eligible for a pension of five shillings a week 
under certain conciitions. 

1909—Labour Exchanges were instituted. 

1911—The National Insurance Act—It made provision for 
health as well as unemployment insurance. Thirteen million 
workers were .brought uncler the health insurance scheme and 
workers in seven trades were brought under the unemploy¬ 
ment insurance scheme. 

In the inter-war years these Acts were amended so as to 
provide greater benefits. 

During the Sec!ond World War, Sir William Beveridge, in 
his famous report, advocated the adoption of a unified ‘cradle 
to grave scheme.’ Some of the Acts of recent years are even 
an advance on the report. 

Important recent Acts relating to social insurance are 
The Family Allowances Act (1945), The National Insurance 
Act (1946), The National Insurance (Industrial Injuries) Act 
(1946), and The National Health Act (1946). 

Measures have also been taken to ensure the proper deve¬ 
lopment of towns and to preserve the beauty of the country¬ 
side. The important Acts passed with these objects in view 
were the Town and Country Planning Act (1947) and the 
National Parks and Access to the Countryside Act (1949). 

The greater part of the expenditure on education comes 
from public funds. 

The middle and the lower classes have today a substantial 
share in the cost of the social serx'ices. 




CHAFFER XI\" 


THE CO-OPERATIVE MOVEMENT IN ENGLAND 

THK ORKHN OF THE MOVEMENT 

]"oR about three decades before the Rochdale Equitalde 
Pioneers be.i>an their society in 1841. co-operation in England 
was inlerinittent and was conceived in too lofty an idealism 
to be siu'cessfnl. A few co-(»perati\'(‘ societies appeared in 
England even befoie Robert Owen (born in 1771) began his 
preachings, but it was he who ga\(‘ it the aspect of a 
noble endeavour. 

4 V> the siillerings and degradation of the working .cl ass, 
which were at their worst in his time, the father ol latglish 
co-operaliou saw th e on ly true 2 ^>lution in the organizatio n 
of co-operative conini uni ties worEers o wning in co mmon 
t he land tlie^v lived upon and the capital needc‘d Ib r TF eir 
\\ork . A number ol' these ccmnnuintle^lvcTe^ In tTie 

twenties with capital subscribed largely by Owen and his 
wealth} s\'inpathi/ers, but they soon failed. Thwarted in 
tfiese large!!' d(*signs Ibr lTo]:)ia, Robert Owen had to turn 
to lai’ less ambitious projects. He advocated the establish¬ 
ment of Union Sho ps, the profits of wTich should b e applie d 
towards st arting ' selI-governing lact<njes.' This idea was 
attended by no greater success than Owen's land projects. 

One ol' Robert Owen's more limited schemes w^as worked 
with scmie measure of success in Xew Lanark. Then* he 
established a pren ision shop which bought wholesale articles 
ne(!ded b\' liis workers and sold th(!m w^ithoul a profit. A 
number of similar shops sprang up, thanks to the /.eal of his 
Ibllow’crs who, in some cases, took no interest on their shares 
or added the interest to the funds of their societies. One ot 
the co-operators of this period, Dr. King of Brighton, outlined 
through his journal "‘Co-operator^ some of the features of the 
store movement. Though blessed by that visionary, Robert 
Owen, in whose minds loomed grandiose ideas, these efforts 
w'cre looked upon by him as feeble attempts made towards 
wellare instead ol'a triumphant drive towards the millennium. 
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Among the societies inspired by Owen was a society 
started by the f lannel wcavtTs of R ociidal e in 184i . Though 
imbued with thF^idealism of Owen, tliese workers had th e 
practical s ense requin'd for juji^£ess. Tlie chiel* features 
f)r tfit' scheme, ad()pted~ by people who gave a practical 
turn to co-operation, were as follows:- Each of the twenty- 
eight members of the society held one share of one pound 
.on whic h he received a fixed rate of interest, and each had 
one vote in the society's affairs; and in the society’s shop in 
'Eoad J.ane, each serxed in turn as salesman. What was 
novel in the system was the feature ol ‘ dividend on jnirchase,’ 
an innovation which e nsured the gr o wth of the moveme nt. 
Before the adoption of this method the application of jimfits 
was a thorny problem which wrecked some societies. The 
Rochdale method had, besides inc reasing the strength o(’co¬ 
operatio n, two advantages. It p ut an end to the evil cT 
‘ profit on price ' against which Owen had declaimed all his 
life, and m ade the moveme nt ji truly cj^^iiniej’s^cme. In 
their system the profits were handed back to the l)u\’er, 
Moreo\'er, since societies run on this principle regularly dis¬ 
tributed the dividend ever) three months or hall year, they 
did not face the difTiculty which earlier societies experienced 
of a sudden depletion of accumulated capital. 'Eo the minds 
of' the Pioneers all these merits were not clearly present; 
they became apparent only with the spreading of the move¬ 
ment over great areas. The Pioneers allowed poor people to 
become members ol' their society without at first paying the 
share capital, on the understanding that their dividends 
should accumulate until they could be taken as the share 
capital. The development of this type of stores movement 
took place with singular rapidity. 

THE STORES MOVEMEN1' 

By 1 863 there were fifty-three societies in England with an 
aggregate membership of 18,337, and these f ormed the Co - 
o perative Wholesale Society which began working in 1864 
irrManchester 5c)cieties, winch alone were members of the 
Wholesale Society, received a fixed interest on their shares 
and dividends on purchases. 'I’he stores movement deve¬ 
loped in areas where the Industrial Revolution was most 
prominent, where the working-class welcomed a new means 
<}f bettering itself. 
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UP-tQ tlie sixti es the state of the l aw greatly hampere d 
t he development oi' the inovement. Co-operative societies 
were regarded as partnerships and had to w'ork under severe 
restrictions. Governed by the principle of unlimited liability 
and Iiaving no protection for their funds they had a difficult 
time. I'lianks to the exertions of the Christian Socialists like 


F. D. Maurice, Charles Kingsley, Vansittart Neale, these han ¬ 
dica ps were rerncjved by tw y Acts. The Industrial and 
P rovident Societies Ac t of 1852 , the ‘ Magna Carta of Co¬ 
operation,’ extended p rotection to their fun ds, and in 1 862 
the li abilityof members for the socie t y's debt s was l imite d 
to the amount of their share s. 

C’o-operatioii now entered on its most i mporta n t pha se of 
e xpansion . In 1868 a second wliolesale society w'as started; 
tTns time in Scotland. The following table shows the progress 
made b\' the two ^Vholesalc Societies: - 


The English Wholesale 
Society 


5'ear 

Sales ill £ 

1864 

51.857 

1865 

120,7.54 

1870 

677,734 

1875 

2,247,395 

1880 

3,339,681 

1885 

4,793,151 

1889 

7,028,994 


The Scottish Wholesale 
Society 


^'ear 

Sales in 

1868 

9,697 

1870 

105,249 

1875 

430,169 

1880 

845,221 

1885 

1.438,220 

1889 

2,273,782 


rhe numlier of stores in England and Wales, increased 
from 764 in 1881 to 1134 in 1899, and the membership rose 
from 475,474 to 1,337,669 over the same period. 

In an address delivered in Glasgow^ in 1890, Lord Rosebery 
described the co-operative movement as a state within a 
State. ‘ In twenty-six years/ he said. ‘ the sales amounted 
to the almost incredible sum of nearly j(,'471,200,000 and the 
profits to nearly /?40,000,000.’ The number of members of 
societies at that time was, in his words. ‘ half as great again 
as the great army Napoleon led into Russia and the capital of 
the movement was as great as the National Debt of England 
in the reign of Queen Anne; and the co-operative annual 
income was as great as the income of England during the 
reign of William III.’ 
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The consumers’ co-operation owed mn rh it<; snrcfi fis-in 
the enthusiasm of the housewive s. ‘ Men flee a store in a 
storm,’ wrote Holyoake in 1890, ‘ as rats do a sinking ship 

. In memorable cases women have refused to run and 

the store has been saved by thcinb’ In 188i a Women^’ s 
Qo-operativc (hi ild ffninr1f>rl which bccame ‘ one of the 
most stimulating sources within the movement for the em¬ 
phasis on the broader aspects of co-operationThe Guild 
advocated a mini mum waiufc for all co-operative employee s 
and the e nfranc hisemen t of women . 

Tlic EngliJT~ Ck)-opcrative Wh olesal e Socie ty took up shortly 
after its inception the w ork of prod uctimi and by 1890 it 
owned six steamships, cliocxiTate, woollen cloth, biscuit, sweets, 
soap, boot and shoe works and a corn mill. The Scottish 
Whoh^sale also developed the production side and in lil23 
the two formed The English and Scottish Joint Co-operativ e 
\ yholesale Society , The pi'oduction of this society came 
to be cairied on largely fiulsidc Britain. The production 
work of the wholesale societies in this century extended 
to a x ariety of concerns such as the operation of a coal mine, 
wheat, I'ruil and dairy farming, the management of tea 
estates, soap factories, textile factories, iiirniture Ihclories, 
motor, glass and pottery and printing works. TJiey were 
the greatest importers of tea in England. Another achieve¬ 
ment ol’ the English Wholesale Co-operative Society was the 
b uildiiiLr up ol’co-operative relations \vith the Canadian, Rus - 
siari and Australian agriculturaT~co-opcrativ es. I’he distri¬ 
butive departments of these w'holesale societies were among 
the f irst to adopt minimum wage regulatio ns. 

I’he English Ck.i-operative \VhoIesale Society became in the 
twenties the ‘ l argest single commercial undertaking in the 
country, llie largest landowner, the largest flour miller, the 
largest importer of dried fruits, and next to the Government, 
of building materials.’ It developed als(^ a big banking con¬ 
cern whose turnover \vas ^(^588,000,000 in 1925. The Joint 
Wholesales started a Co-oDcrative Insurance Society . 

‘ The most di stinctive featu re in the British movement,’ 
wrote Mr. C. R. Fay in 1925, 1 is perhaps the amount of 
re tail production carried on in connection with different 

^ The Co-operative Aioiement Today (1890), p. 49. 

“ Encyclopedia of Social Sciences (Article on Go-operation in England). 

8 
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stores^’ Early in tins century there were more than 800 
stores cari'N'ing on the production of a variety of commodities. 

Betw^een 1880 and 1914 the total membersh ip of the retail 
stores i 11 creased n cyh Jjvcjli mes due to a number of factors 
such as the increase of population, the advantages resulting 
from the amalgamation of societies, and the opening of new 
brajiches. Until the First World War the north and north¬ 
west of England and the lowlands of Scotland were tlie areas 
where co-operation was most prominent. 

The progress of the stores rnovemeru since the First World 
AVar is indicated by the following figures;— 

.1914 ”l925 ' 1935 1947" 

Membership 3,053,770 5,000,000 7,^00,000 10,000,000 

(nearly) (nearly) 

The Co-operative Wholesales have also grown and today 
arc financially very strong. In 1948 the English Co-opeiative 
Wholesale Socie ty had a share capital of i. 19‘8 millions and 
^ T^€: serve fund of /"5'3 millions as compared with ;{.13’0 
millions and 3'2 millions respectively in 1935. 

Today the s tores movement is all-perva sive. ‘ In most 
towns today the housewife, and for that matter the whole 
family, can buy every single one of their many needs from 
the co-operative society, whether it be food, clothes, fuel, 
perfumes, lingerie, chemist’s goods, cigarettes, household fur¬ 
nishing of every kind, and in fact all that tremendous range 
of goods which even the smallest household needs. The 
family can have its hair attended to in *he co-operative shop, 
it can make theatre reservations, book train tickets or arrange 
a holiday through the society-.’ 

The benefits which consumers’ co-operation has conferred 
on the British people have been varied. The movement has 
a greater co ntrol over the retail as well as the \ vholesale mark et 
than it has in any other European country, and this fact was 
connected by a writer with the fact that in Britain the level 
of living was higher than in other European lands. The 
whiolesale and retail societies have kept down the prices of a 
varj pfy-of prn(;h|ct s. In 1925 Hoiiora Enfield wrote: ^ Co- 

^ Co-operation at Home and Abroad, p. 280. 

Quoted in Consumers^ Co-operation in India during War-time (Published 
by the Reserve Bank of India), p. 13. 
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operation in Britain is well on the road to abolishing profit¬ 
making on the people’s bread.’ 

Another benefit from co-operation has been the s timulu s 
to improve wages and WT)rking L.con ditions . On the average, 
the wages and conditions of w ork in co-operatwe^ c^o ncer ns 
have shown a higher standard thair nrTjthcrT this has 

made trade unions press for tlie extension of the co-opera¬ 
tive standard. 

Important also has been s ocial work done by the soci eties 
by whicli they have tried to pro mote educatio n, c hild and 

The co-operative movemient has brought certain i ntangibl e. 
ipnnalerial 1 lenefits which cannot be gainsaid. At a time 
when the worker was no more than a cog in the industrial 
machine and life w'as just a routine, co-operation de velope d 
the q ualities of seli-relianq e and a spirit of ind ep end ence. 
Co-operation has st rengthene d tjic wprkers^^^ 
t o help themselves . 

The movement, however^ is not witliout weaknesses. The 
need for a closer connection between wholesale and retail is 
sometimes felt. The need also exists for a better system of 
management than that suited to former eras. On the whole 
the movement serves as an excellent model for other nations. 

PRODUCERS CO-OPERATION 

To the Christian Socialists who were preaching the co¬ 
operative ideal in the thirties the development of the con¬ 
sumers’ stores seemed only a step to starting self-governing 
workshops where profits would be distributed to the labourers. 
A number of such enterprises which sprang up came 
to grief by 1854. ’’J’he reasons for this were too much assist¬ 
ance on the part of the promoters which stifled initiative 
among the workers, lack of a good organization and discipline 
among the labourers, and their failure to link their under¬ 
takings with the consumers’ movement. Betw^een 1854 and 
1880 producers’ co-operation received a new lease of life; 
and in 1882 a Co-operative Productive Federation emerged. 
But many of the societies now started were short-lived, and 
by 1883 only fifteen genuine productive societies existed. 
Those supporting this form of co-operation made trouble in 
the seventies when consumers’ stores took up production also. 
They contended that consumers should control only distri- 
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biition. IVoclnrtioji was the preserve of the producer. But 
their claim was rejected and the Wholesales became more 
important as producers than the productive societies. 

Early in this century tliere were more than 100 so-called 
productive societies (some oJ' them not genuine examples of 
productive co-operation) and their numl>er had dwindled by 
the ev^e of the first World War. But despile the l)lcak past, 
new' societies, especially in the printing trade, were emerging 
lor productive co-operation. KSorne co-partncrslhp societies 
affiliated to the Co-operative Union came to be regarded as 
part of the movement of producers’ co-operation. 

Since then producers’ co-operation has not made any ap¬ 
preciable advance. Its unspectacular career is to be explained 
largely by managerial dilliculties and tlie reluctance of the 
British worker to take up the complex work of‘ management 
when he can get fairly good working conditions in lactories. 

. ACIRIGULTURAL CO-OPERATION 

Agricultural co-operation in England before 1900, to use 
the w’ords of* C. R. Fa\', w-as ‘ a iru're Idank, darkened by a 
few failures.’ By that year only tw'elve societies existed; their 
number went up to 619 bv 1909 . the majority of them l.)eing 
s upply socie ties. In I reland co-operative produ ction societies 
were in a majority. Tn 1S)05 a wlH)lesale supply agenew— 
Agricul tural Co-ope ra/ive_ Fe<^l(-r^^^ ^vas established. Unlike 
in Ireland the societies were not aided by the State; 
but they were enmui^iged and the State began to util ize Thfim 
for the forwruji ng of the S mall Holdinirs Afovenien t. I’lie 
co-operatK'C movement in the countryside received encourage¬ 
ment by the formation of the Agricultural Organization (CIo- 
operative) Society (A.O.S.) in 1901. J’he A..O.JS. fostered 
c lc^c relations between the ;igriru]i ural societies and the 
u rban disuibutivt! societies . In 1923 its functions were taken 
over by the National Farmers’ Unio n. 

By 1923 the number of co-operative trading societies in¬ 
creased to 1,000 and membership U) nearly 150,000. By 
1935 this number was halved. 

Credit co-operation and co-operative marketing ha\'e made 
little headway in rural England. 'Fhe contrast belw'een the 
striking progress in agricultural co-operation in Europe and 
its faltering and slow march in England is due to a variety 
of reasons. Britain exports little agricultural produce and 
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tlierefore marketing is not done tliroiigli a few centres. Fur¬ 
ther, the individualism of most British farmers, the absence 
in Britain ol a concentration of small holdings as is found in 
Europe, and the I'act that Britisli farmers have not been hit 
so hard b\ depression as their Continental counterparts to sec 
in co-operation a means ol' survival, all account for the slow 
progress of agricultural co-operation. 

BROADER ASPECTS OF flO-OPERATION IN ENGLAND 

In England the broader aspects of co-operation have been 
more impressive than in many other countries. 7'he public 
has been frecjueiitly reminded of the broader aims ol' 
cooperation by a variety of agencies—the Cb-operative 
(.Congress, the Co-operative Union, the Co-operative .^i'ews, 
tlur Women's (iuild and the Co-operative Party. The first 
National Co-operative Congress met in London in 1869 and 
from its labours came into being, twenty years later, the 
Co-operali\'e Union, ' the conscience of the movement.’ In 
1871 was born the Co-operative News the* olHcial organ of 
the movement, and since theui there have appciared a variety 
of magazines on co-operation. In 1919 a Co-operative 
College was started in Manche^ster. Two years earlier had 
come into bediig the Co-operative Party which in 1918 won 
five seats in l\irliarneiit. It soon became clear that if any- 
lliing should be achieved by it, it should link itself with the 
Labour Party. 'Phis was done. 

In recent years c'o-operation has broken new ground. Co- 
operaliv(! associations have been formed for carrying on in¬ 
dustrial researcli and are using a number of facilities extended 
by the (jovernment. 

Such is the story of British co-operation—a story which, 
though enlivened by high-souled idealism, shows very well the 
practical genius of the English nation and contains some very 
good lessons for the co-operators of other lands. 

Summary 

The Origin of the Alovement :— 

Before 1844 Robert Owen and a few others—the Christian 
Socialists—started co-operative land communities and self- 
governing workshops, but met with Liilure. 

Consumers' Co-operalion :— 

1844—The Rochdale Equitable Pioneers started their 
famous retail store which was soon successful. 
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1852 and 1862—The Industrial and Provident Societies 
Acts of these years removed the legal obstacles to the growth 
of co-operation. 

1864—The English Co-operative Wholesale Society was 
formed. 

1868—The Scottish Co-operative Wliolesale Society was 
started. 

The retails and wholesales hax e developed and today con¬ 
sumers’ co-operation is all-pervasive. 

The movement has contributed to a raising of the standard 
ol* living by bringing about a reduction in prices and an in¬ 
crease in wages, has done useful work in the sphere of social 
service and lias fostered many good qualities in the people. 

Producers^ Co-operation :— 

Self-governing workshops started by the Christian Socialists 
failed by 1854 and a seccuid attempt to establish them also 
failed. 1 belay producers’ co-operation is not important in 
England. The British workers have not been eager to 
manage concerns. 

Agricultural Co-operation :— 

Only a beginning was made by the early years of this 
century. The Agricultural Organization Society stimulated 
agricultural co-operation. The majority of societies that have 
been formed are for supply. 

Phe Broader Aspects of Co-operation :— 

The high ideals of co-operation are brought home to the 
people by the Co-operative Congress, Co-operative Union 
and the Women’s Guild. A Co-operative Party was formed 
in 1917 and this entered into a working alliance with the 
Labour Party. 



CHAPTER XV 

THE HISTORY OF ENGLISH CURRENCY AND 
BANKING 

rilK ORIGIN OF THE BANK OF ENGLAND 

Shortly alter the Restoration, banking developed in the City 
of London and llic goldsmiths of J.omhard Street began to 
keep the rash of commercial houses and issue notes. Those 
were da\s when interest had to be paid to those who under¬ 
took to keep the merchants’ money safely. The new* business 
was at iirst sneered at by old-lashioned merchants wdio feared 
that the goldsmiths were on their way to become the real 
masters of the City; but the adxantages of the system were 
soon appreciated w idely and criticism could not be sustained. 
Payment by cheque w^as now^ widespread: the notes issued 
were receipts bearing on them the promise to pa\’ on demand, 
but they w'ere not transferable. 

Charles II dealt a great blow' to the growing banking busi¬ 
ness. He encouraged the goldsmiths to place their cash for 
safe custody in the Treasury and later refused to return it. 
When, after the Revolution of 1688, William III w\anted to 
borrow* money for carrsing on the war against Louis XIV, 
this sin of Charles II was visited upon his successor. 

At this time the project ol' a national bank w'as discussed 
by people who had known the success of the tw^o important 
banks of Eui' 0 ])e—the Bank of Saint George at Genoa and the 
Bank of Amsterdam. In 1691, William Paterson, a native of 
Scotland, submittc'd a plan for a national bank. It received 
support from Montague and Godfrey, and was sanctioned by 
Parliament, d ^he Bank of Englan d, a joint-stock company , 
was, under the Bill passed by Parliament, to lend £ 1,200,000 
to the Crovernment at ' w^hat was then considered the mode¬ 
rate interest of eight per centb’ 'The Government w*as also 
to pay annually ^4,000 for the expenses of management. 
The Bank w as authorized to issue notes to the va lue of the 
l oan given to dig. G over nment and it w^as not t(5 ~Tmd£L.m 

^ Macaulay, Ilisiofy of England, Vol. Ill, p. 296. 
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anythinfy except bills ol~ exchan g e, bullion , and fbr- 
feiS pledges . 

Of the success which attended the beginning of this enter¬ 
prise Macaulay wrote:— 

‘ It was then at least as difficult to raise a million at 8 per 
cent as it would now be to raise thirty millions at 4 per cent. 
It had been supposed that contributions would drop in very 
slowly; and a considerable time had therefore been allowed 
by the Act. This indulgence was not needed. So popular 
was the new investment that on the day on which the books 
were opened three hundred thousand pounds were subscribed; 
three hundred thousand more were subscribed during the 
next forty-eight iiours; and in ten days, to the delight ol‘all 
friends of the Covernmciit, it was announced that the list 
was full. The whole sum which the Corporation was bound 
to lend to the State was paid into the Exchequer before the 
first instalment was due.’ 

The Bank of England helped the Government to raise fresh 
loans and in lt)96 it assisted it in the recoinage of silver. In 
1708 i t secure d a ver\' valuable privilcg(*, namely, th e mo no¬ 
poly of note-issue . Parliament now passed an Act under 
which no other joint-stock bank having more than six partners 
could have the right of note-issue. As note-issue was in those 
days considered a vital function of Joint-stock banks and this 
Act conferred on the Bank of England the monopoly of joint- 
stock banking. This combined with two other privileges— 
the exclusive possession of the Government balances and the 
monopoly of limited liability made it very soon the focus of 
n ational trade and fin a n ce. In 175j the Bank was entrusted 
with the management o f the Natio nal DebJ; : and after the 
establishm^it of the "Clearin g "IHouse in 1773 it became 
important as the baiikers’^^^. It was never a bank for 
private individuals on a large-scale. It worked primarily for 
the Government and for other banks, raising loans for them. 
It left the cheque system to be developed almost entirely by 
its rivals. 

The eighteenth century was a testing period for the Bank 
of England. The year 1797 witnessed a financial crisis be¬ 
cause of the French Revolutionary War. As the value of 
gold in France now rose, there was a run on the Bank of 
England. The Bank weathered the storm by declaring notes 
inconvertible. Until 1821 cash payments were not resumed. 
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THE NINETEENTH CENTURY 

In 1810, the House of Commons appointed a committee to 
go into the ‘ high price of gold bullion.’ The chief finding of 
the Bullion Ck)mmittee was that since the Bank of England 
adopted ‘ the requiremenls of trade ’ as the criterion 6f note- 
issue there was inflation. It held that it was not gold which 
had risen in value, l)ut paper which had depreciated. The 
high price of bullion and the low state o\' the continental 
exchanges were, in its opinion, only symptoms of an excess 
in the paper circulation of the country. The committee 
pointed out that the country labourer was most adversely 
affected by this inflation. It recommended that ‘ the system 
of the circulating medium of'this country ought to be brought 
back, with as much speed as is compatible with a wise and 
necessary caution, to the original principle of cash payments 
at the option of'the holder of bank paper.’* 

'rhe principle then adopted by the Bank of England for 
re gulating note-iss ue finds much favour in our day, but to the 
nineteentli century mind it seemed a dangerous method. 
Sir Robert I\*el who first disliked the report, declared later, 
in a very frank speech which he made while moving the 
resolution for the resumption of cash payments In* the Bank 
of' England, that he recanted his opinion on the report. In 
1^19 an Act provided for the gradual conversion of notes, 
ami l)y 1^1 the Bank of England was iiTirposItTra^^ 
resume cash payments. 

The year after the close of the Napoleonic War Britain 
a dopted a ‘ Gold Standard .’ In the sixteenth and the 
seventeenth centuries Britain had been on a silver standard. 
The vo lume of Britain’s overseas investme nts expan ded in the 
eighteenth century and the s ieaHy 'draTiTTif silve r vvhich it 
caused brought about the clownfalT of silver. The silver 
coinage became so debased that in 1774 it was limited as 
legal tender to £25. Britain was now virtually on a gold 
standard. In 181G the legal tender of payments in silver 
was limited to a maximum of £2. The pound sterling, 

* The Committee thought that the only safeguard against inflation was 
convertibility into specie. It pointed out that the rates of exchange with 
gold standard countries could not for long exceed the cost ol‘ transporting 
and insiu*ing the precious metal from one country to another and that die 
market price of gold could not diverge from its mint price unless there was 
inflation. 
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the long established unit-of-account, which Iiitherto was valued 
at twenty silver shillings w^as now given a gold value based 
on the mint price of gold, namely, £3 17s. lO^d. an ounce. 
A new coin, the sovereign (the name is old), w^as to represent 
this value in currency. I’lie Bank of England was now re¬ 
quired to buy and sell gold in unlimited quantities at the 
above price. The import and export ot‘ gold to and from 
Britain was made free. As London was the international 
money-market, the reforms of 1816 proxided the world for 
the first time in history with a definite and stable value of 
gold and of currency. 

After the Napoleonic W'ars there arose a strong demand for 
ending the Bank of England's monopoly of joint-stock bank¬ 
ing. Liverpool spoke of the absurdity of permitting any 
small tradesman, a cheesemonger, a butcher or a shoemaker 
to open a country bank, while those wath a fortune sufficient 
to caiT)* on the concern were not permitted to do so.’ 'Lhere- 
upon the Government negodatt^d with the Bank of England 
to modify tlte Act of 1708, and in 1826 a n Act authorized tlie 
s tarting of joint-stock banks with the right of note-issue"out- 
s ld^a ci rc le of six ty-five miles radius 

was the hub of world trade’ tTiie Bank of England’s position 
of privilege was not impaired. Seven years later l^ar- 
liament passed a law under which joint-st ock banks outsi de 
t he London. _circlc, were allpwgd-.ta„cycXL.gJIi^^^^^ within die 
Lo ndon cirde and notes, issued by joint -stock banks outside 
t he London circle couLd-bfc- coiivei tedinlll^ 
o f the "bank s. Tins measure gave a_ stimulus to joint jtock 
banki ng. A number ol’ important banks were fbunded7Tn- 
cluding the London and Westminster Bank. 

During these years tlie cliief topic ol' discussion among 
monetary experts was how to regu la te the note-iss ue. A solu¬ 
tion to this question became pressing because of the banking 
crises of 1826 and 1839. At the time of the second crisis 
‘ the country was within twenty-four hours of a stale of 
barter.’ Referring to the difficulties of the Bank of England 
in these >'cars, Bagehot wrote: ‘ A more miserable history 
can hardly be found than that of the attempts of the Bank 
of England to keep a reserve and manage a foreign drain 
between 1815 and 1857^.’ 


^ Lombard Street (published in 1873), p, 230. 
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On the question of note issue there were two schools of 
thought—the^ Currency Scho ol and the Dankinsf S chool. The 
former w^as very cautious and proposed^ adequat^old back - 
ij 2 g.JhL-ilQles, The latter held a more up-to-date view; they 
thought that the note-issue should be^r egulat ed in acco^jince 
w ith commerci al require ment s and that thcr75a hTThg~T ^^ 
ri ties sliould be the arbiters. In the nineteenth century the 
C'urrency School had much greater support and the Bank 
Charter Act passed in 1844 eml)odied its spirit. 

Under this measure two divisions were created in the Bank 
of England—the Issue Department and the Banking Depart¬ 
ment. In the first were placed securities to the value of ^(^14 
millions, and the Bank of England could issue notes against 
these. Notes issued in excess of this fiduciary limit were to 
have full gold backing. Bullion in excess of requirements 
received by the Banking Department was to be transferred 
to the Issue Department. The Bank ('barter Act curtailed 
the powers of note-issue of the joint-stock banks. It laid 
down that no new joint-stock bank and no new amalgamation 
of joint-stock banks should possess the right of note-issue. 
Banks that suspended note-issue were to lose the power of 
issue; the Bank of England was authorized to raise its fiduciary 
issue by two-thirds of the lapsed issue. 

The Act did not avert financial crisis. After its passing 
there were three crises in the nineteenth century in 1847, 
1857 and 1866. During these the Bank of England was 
authorized to raise its fiduciary issue. When the mere au¬ 
thorization to increase the fiduciary issue was given the first 
two crises were ended; it was only in 1866 that the Bank had 
actually to raise the limit. 

The curb on the joint-stock banks’ power of note-issue did 
not hinder the growth of joint-stock banking. Through 
the instrument of the cheque they developed their business 
remarkably. In 1844 a Joint-stock Banks Act stipulated 
a minimum capital of ^(^lOOyOOO for a banking company, 
enforced regular publication and audit of accounts and 
prohibited shares under £100 in v-alue. In 1858 the 
principle of l imited liability was extended to bankin g 
companie s. Now began the process of amalgamation of 
banks from which emerged thenSigH^’e, —Lloyds, Barclays, 
The Westminster, Midland and the National Provincial. Yet 
another important development of this period was the growth 
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of branch banking . Some banks now opened branches in 
Britain’s overseas possessions. A nurnlier of* clearing-houses 
also came into existence in these years. When in 1873 
Bagehot published his Lombard Street he was able to write, 
‘ The joint-stock banks of the country arc a most remarkable 
successh’ 

AVlien the business of joint-stock companies showed a 
striking expansion in th(‘ last quarter of the nineteenth cen- 
tur\', the links between the joint-stock flanks and the Bank 
of England liecaine stronger. In the light of experience 
gained in a number-of financial crises, the Bank of England 
now began to \arv the disc o unt rates for the purpose of 
attrac tiniiiimd^ or di scourag ing theixqutjkn y 

o f wha t the discount houses might charg(\ I’he practice was 
also adopted of r ediscou nting apj:m)\Tj:r bills lor thejdi§cqurit 
house s, and now came into being tlie convention hy which 
commen ial banks do not Iiorrow directly from the Bank of 
England when llieir reser\’es are threatenkl, but call in their 
loans to bill-brokers who arc ‘ foiced into the Bank ’ i.e. bor¬ 
row from the Bank of England. The practice of rediscount¬ 
ing approved bills, besides keeping the Bank of England well- 
informed of the state of trade and speculation, contributed 
to a better integration of the money market. As rediscounting 
at the Bank of England was expensive, the money market 
rates were kept closer to the Bank Rate than before in order 
to avoid heavy losses if need arose for rediscounting. More¬ 
over, as the Bank of England was not willing to discount 
any bill, the discount houses had to be very careful in deciding 
the type of bills they would handle. 

Another weapon that lias been employed is the ‘ Open - 
market operatio n.’ This is the practice of buying and selling 
securities. When the Ban k of Engla nd buys securitie s the 
rcser\^es of the m ember bmi kir^>"‘^ elled^^^^^ i f it sells 
s ecuru ies theiT.xe&ems..-JLmj^^ Unlike the 

Bank Rate, this method produces an im me diate and direct 
e ffect on bank ’s and is thereTofe 

regarded as a ^better^weg^n jhanjh^J^ 
to many complex developments^ 


^ Ibid., p. 230. 

See J. M. Keynes, Treatis on Money, Vol. II. 
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THE PRESENT CENTURY 

In 1911 ihe system of quarterly meetings between represen¬ 
tatives ol the Bank of England, banks and financial houses 
came into being and since then co-operation among these 
has been very close. 

I'he fiduciary limit of note-issue which, under the Bank 
Charter Act of 1844, was million, has been in the present 
century raised to a great extent. In 1928 a Currency and 
Bank Notes Act raised the fiduciary issue to £260 million 
and aulhori/ed an increase, by Ireasury Minute, lor periods 
not exceeding six months and renewable without sanction 
for a period of up to two years. This Act enforced the with¬ 
drawal f)f curn'iicy notes issued by the Treasury during the 
period of the First World War under an Act of 1914. 

'File fixed fiduciary system came in for pungent criticism 
from the Committee on Finance and Industry which re¬ 
ported in 1931. The committee after referring to the ‘ ano¬ 
malous p(')sition.that while the Bank is not regulated 

by law in respect of its deposits it remains so regulated in 
respect of note-issue which was a hundred years ago the 
initiating cause of inflation but today is the factor which is 
the latest to be affected by the forces of expansion or con- 
tractionb’ advocated the system of fixing an absolute maxi¬ 
mum to note-issue and the merging of thetwo departments of 
the Bank. In 1937 the practice was introduced of' raising 
the fiduciary limit during the C'hristmas season; and two years 
later a Currency and Bank Notes Act fixed the fiduciary issue 
at ,{^300 million. During the Second World War the 
fiduciary limit was raised from j(^300 million to 3('l5450 
million (in 1946). 

A very important landmark in the history of British cur¬ 
rency in the inter-war years was Britain’s d eparture from the 
Gold_Standard in L 9 3 T We shall now trace the history of 
the Gold Standard from 1914. 

During the First World War there were large exports of 
gold to America in payment for munitions and in support of 
the exchanges. Gold now gradually ceased to circulate and 
in 1916 it was declared illegal ‘ to melt down or break up, 
or use otherwise than as currency any gold coin.cur¬ 

rent in the United Kingdom.’ Three years later the export 

^ Report of the Committee on Industry and Finance, p. 139. 
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of gold was banned. There was thus a virtual abandonment 
of the Gold Standard. In 1918 the Cunliffe Committee re¬ 
commended an early return to the Gold Standard and six 
years later the Committee on the Currency and Bank of 
England Note Issues urged the same. It was in 1925 that 
the decision to restore the Gold Standard was taken. Under 
the Gold Standard Act of the year the Bank of England was 
required to supply bars of only above 400 oz. of fine gold, 
at the rate of £3 17s. lO^d. an ounce of standard gold, to 
anyone who olTcred the price of about -^1,700. The new^ 
arrangement came to be called the Gold Bullion Standard , 
The use of gold was now restored, not for domestic payments, 
but only for foreign settlements. 

The bright hopes which the authors of the 1925 measure 
nourished were not fulfilled. At the then existing level of 
prices in England and America the return to the Gold 
Standard by Britain at the pre-war parity meant an over¬ 
valuation of the pound sterling, and this was detrimental to 
the interests of Britain’s export industries. Moreover, the 
distribution of gold in the world was very unsatisfactory. 
The North American holdings formed, in 1925, 45 per cent 
of the total world stock of golcP. The greatest obstacle to 
the successful working of the Gold Standard was the persistent 
refusal of America to observe the rules of the Gold Standard 
game. Her polic\' of according precedence to stabilization 
of prices over stabilization of exchange prevented the Gold 
Standard from being ‘ an automatic standard.’ In the years 
before tlie First World ^Var when Britain was the greatest 
creditor power in the world, her monetary policy was such 
as to further the eflects of gold flows and thus bring about 
their reversal. When gold flowed into England credit was 
expanded, prices rose and exports decreased, bringing about 
a thinning of the gold streaming into the country ; soon 
gold began to flow out of England. But in the inter-war 
years gold which flowed into the greatest creditor country of 
the w^orld, America, remained sterile there. Gold did not 
bring about a great rise in price in the United States on 
account of the pursuit of the policy of keeping prices stable. 
Moreover, America Ibllow'ed w-hat the Macmillan Committee 
described as an impossible policy for a creditor country on 

^ The Macmillan Committee, op. cif., p. 64. 
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tlie Gold Slandard, namely, a policy of strict protection. 
Her debtors were not allowed to pay her partly in goods. 
Nor did the United States lend on long-term as Britain 
had done. 

A number of debtors of the United States dumped their 
goods in Britain and refused to take British goods in return, 
desiring that Britain sliould remit in gold to the United States 
the value of the dumped goods. 'I’he continuous drain of 
gold from England compelled the Bank of England to adopt 
a policy of drastic deflation. In 1929 the Bank Rate was 
raised to 6-^ per cent. ‘ 'I’his knock-out l)low,’ writes Mor- 
gan-Webb, ‘ w^as felt in every factory and mine and mill and 
shop and household in the country.’ Britain’s difliculties 
were greatly increased when in 1928 France adopted the 
Gold Standard and ibllowed a policy similar to that of the 
United Slates. In August 1931 demand arose for an amount 
of gold in excess ol' the reserve of tlie Bank of England. The 
Government had to borrow from the United States and 
France to satisfy it. In Septcmlier Britain left the gold 
standard, ‘ the most disastrous currency experiment that has 
ever brought the world to the brink of ruird.’ 

Next year Britain instituted an Exchange Equalization 
P\md to smooth out erratic fluctuation in exchange rates. 
A Committee of the Treasury was now authori/.ed to borrow 
by the issue of Treasury bills and to buy gold or foreign 
exchange. It prevented wide fluctuations by exchanging 
sterling for foreign currency or vice versa. In 1939 the gold 
reserve of the Bank of England was transferred to the Exchange 
Eiqualization Account. Today the Issue Department of the 
Bank of England holds very little gold, the bulk oi its reserves 
being in this account. 

THE SECOND WORLD WAR AND THE POS I'-WAR YEARS 

With the war began an era of controls. The foreign ex¬ 
change and capital market operations of the banks were now 
restricted. The banking system of the island adapted itself 
to the new circumstances with a good measure of success. 

In 1940 the British Government began the practice of 
directly borrowing from the banking system. Loans to the 
Government soon became the largest single earring asset 
of the banks. 

^ Morgan-Wt:bb, op.cit.jp. lOG. 
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In the post-war years sterling iDCcame freely transferable 
over a good part of the world making possible a significant 
increase of the acceptance and credit business of Britain’s 
institutions. Britain’s merchant banks and discount houses 
have developed a number of new functions such as partici¬ 
pation in bond and share issues. But the difficulty in dollar 
earning remains a thorny problem for Britain's financial insti¬ 
tutions which have international business. 

In 1946 ‘ the Old Lady of Thread needle Street was legally 
marri(‘d to the Old Man ol' the Treasury.’ Under the Bank 
of England Act of 1946 the Treasury took over the entire 
capital stock of the Bank—/,'14,r)00,000—paying an average 
dividend of 12 per cent—and issued in exchange to stock¬ 
holders -458,000,000 worth of Government stock at 3 per 
cent. The Governor, the Deputy Governor, and the Court 
of Directors were to he appointed b\' the ( jovernment. Eoi' 
co-ordinating the activities of the banking system the Act 
authorized the Bank of England to request information and 
issue directions to the joint-stock banks. The taking o\'er of 
the Bank of England was the first step taken by Mr. Attlee’s 
Labour Government in its advance on the road of nationali¬ 
zation. 

Som(^ of the distinguishing features of the commercial banks 
of the United Kingd<.)m may now be mentioned. AVe have 
already seen that braru h banking developed rapidlx in the 
last quarter of the nineteenth century. Today, the domestic 
banking members of the British Bankers’ Association numlier 
twenty-five and (ontrol nearly 12,500 branches. The system 
of cheque payment is ver\' important in England. T’he value 
of cheques cleared daily in 1951 through the London and 
Provincial Clearing House comes to 4350 million. Many 
cheques do not pass through the clearing houses. As regards 
the cash reserves of the commercial banks, a ratio of 8 per 
cent between cash reserves and total deposits is the rule with 
the chief United Kingdom banks. At the end of 1951 about 
40 per cent of the banks deposits were covered by cash and 
short-term securities, while h)nger-t.erm securities and advances 
to customers came each to 30 per cent. British banks do not 
participate in industry directly, but only make advances for 
short periods. The banks of Scotland and Northern Ireland 
still retain the power of note-issue, but it is severely cir¬ 
cumscribed. Apart from an amount which is laid down l)y 
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legislation, the note-issues must be given full l^acking either 
in the form of the Bank of England notes or coin. 

In addition to the commercial banks England has also 
more than 1,()()() 'I'rustee banks and tlie largest organization 
of Post Office Savings Banks in the world. 

Summary 

The or iff in of the Bank of Enoland :— 

Banking business de^veloped in London shortly after 16(30. 
'I’Jic goldsmiths were the bankers. Charles JI deceived the 
goldsmillis and tlic mernorv of this deterred people from 
lending to XA'illiam 111. William Paterson now helped to 
form the Bank of England. This joint-stock Ijank came into 
existence in 1794. 

Bankinii (di^hteenth and the nineicenlh ccnliiries :— 

1708 'fhe Bank of England secured the monopoly of note- 
issue. 

1751.'Pile Bank was entrusted with the management of llie 

National Debt. 

1799 -- 'I’lie Bank suspended cash payments when there was 
a run on it in 1797. 

Eai'ly in the nineteenth century the Bullion Committee 
recommended a resumption of cash payments and this was 
done in 1821. 

1815—Britain adopted^a ‘ Cold Standard.’ 

1826- Tlie Bank of England lost its monopoly oi note-issue 
in areas outside London. 

1835 I’he Bank of England’s monopoly was further 
restricted. 

There were now two schools of thought about note-issue. 
The Currenc^^ School wanted full bullion backing for notes 
while the Banking School was for giving discretionary power 
to banks to vary note-issue in accordance with the require¬ 
ment of‘ trade, "i’he views of the Currency School were fa¬ 
voured and the Bank Charter Act of 1844 embodied its spirit. 
I’he Act established the fixed fiduciary system. It divided 
the Bank of England into two departments. The powders of 
note-issue of joint-stock banks w^ere greatly curtailed. 

I'he joint-stock banks now made use of cheques. "Phey 
developed rapidly. Amalgamation and branch banking 
made progress. 
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1 he present century {up to 1939);— 

louring tlie First World War the Gold Standard did not 
operate. In 1923 tlie country returned to the Gold Standard. 
But in 1931 Britain had to leave it because of the adverse 
tariir and currency policies of America and the difhculties 
caused by the mal-distribution of gold in the world. 

1932—An Exchange Equalizaticai Fund was instituted by 
Britain to smooth out exchange fluctuations. 

The Second World War and after :— 

During the Second World War British banks had to work 
within the framework created by controls. 

1946—I'he Bank oi'England was nationalized. 



CHAPTER X\ I 

ENGLISH NATIONAL FINANCE 

I IIE MIDDLE AGES 

In the early Middle Ages money entered into the finances 
of the country to a very small extent. The main part of 
the Crown’s income was derived in kind from the royal 
estates, and the kings now relied more on personal military' 
services than on a paid army. Till the days of Henry 11 
even some of the taxes remitted into the Exchequer were paid 
in kind; in wheat and rams and sheep and horses. In Henry II’ s 
reign m oney assumed a gi;eater Jmportance^^^^]^^^^ of 

the king’s insistence on tlie payment of scutage or shield- 
money in lieu of military service, his employment of mer¬ 
cenaries and his expeditions to distant places. The officials 
of the Exchequer had now to take a variety of precautions 
to prevent the king being paid in dc^based or crlipped coins, 
such as taking an extra payment called ad scalain, vantage 
moneys knoyvn as ad pension^ testing tlie fineness of the coins 
(‘‘Trial of the Pyx”).* 

In the tyvelfth ancl thirteenth centuries arbitrary taxation 
was a l'rec|uent evil, and under King John the barons stipulated 
in Magna Carta tliat the king should not collect any scutage 
or aid, caher than the custcjinary aids, without the approv^al 
of the Great Council. But the evil continued, and of the 
time of* Henry III, his successor, it is said that there yvere no 
two consecutive years in which similar payments yvere* made 
by similar persons. It was during the reign of the three 


* As it was impossible to examine every penny reiiiitlecl into the 
Treasury an extra sixpence was exacted for each pound jjaid. "J’his 
payment was called ad scalam. I'his was soon found to be insufficient 
and each counted pound was weighed. The debtor had either to make 
up the deficiency or pay one shilling per pound as vantage money. The 
‘ Trial of the pyx ’ was a safeguard against payment in dthased money. 
When any payment was made, 44 shillings' wortli of coin was selected at 
random and melted and the pure silver in it was weighed. The sheriff 
had to make good any deficiency in yveight. 
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Echvarcls that the Commons, whose power was growing', 
obtained a certain measure of control over taxation. Edward I’s 
passion for definition aided the work of the Commons. In 
that reign, under the First Statute of Westminster of 1275 , 
tlie s cale of customs duties \vas fixed to the great relief ol 
English as well as foreign traders. In 1297, however, Edward 1 
iorced the merchants to pay a heavy duty; the barons, greatly 
indignant, compelled the king to confirm the Magna Carta 
(Confir mail 0 Cart arum). 

In the later Middle Ages, I^irliament strove to make taxa¬ 
tion less haphazard. During the reign of Edward III Parlia¬ 
ment ended the royal right of levying, at his discretion, taxes 
called tallages on those that lived in the royal domain. Such 
was Parliament's (:f)ncern for regularity in taxing that it 
refused to alter the fiscal devices to suit changing circum¬ 
stances. 'I’his caused glaring inec|ualitic!s in taxation. One 
notable example was the great financial agreement of 1334 
under which the tax on mova'lties in towns should be the ec|ui- 
valent of a tenth of their value; and in the counties the rate 
w'as to l)e one-fifteenth—an arrangement which, despite the 
difficulties which it produced in the early modern period, 
remained unaltered until the days of the first Stuart. 

'J’he drain occasioned by the Hundred Years War led to a 
tightening of the grip of Parliament over national finance. 
In the time of Henry IV Pa idiament emph asized the princip le 
that redress of grievances shou lcTprecede flic voting of sup- 
plies. The Tlo use of Commons now scctuT d'"l11c""cxcTu s^ve 
r ight to initiate tax^vt ion. But Faidiament was not yet ripe 
to exercise many ol' the great powers which it now' liegan to 
wield. When constitutional progress outran administrative 
order Parliament was thrust into the background. 

In the later Middle Ages poll taxes were levied in 1377 and 
1381; the levy of 1381 precipitated the Peasants’ Revolt. To 
strengthen the coastal defences, the government levied con¬ 
voy money on ships. Beyond this the general system of 
taxation remained unchanged. 

THE TUDOR AND THE STUART ERAS 

Although the parliaments of the sixteenth century were 
glad to vote the revenue needed by the Tudors, the sovereigns 
disliked going to them for money. They had recourse to 
some arbitrary taxation, but were careful to give it up when 
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it became repugnant to a large section of the population. 
Lnder tlie early Tudors benevolences or forced loans were 
exacted from the barons; Henry \"III was careful to stop the 
collection oi the proposed ‘ amicable loan ’ when the volume 
ol opposition became conspicuous. Under Queen Elizabeth 
the sale ol mf)nopolies became a chief source of royal 
income; and here again vigorous opposition led to the stop¬ 
ping ol tiiis odious way of getting money. Debasement of the 
coinage, dissolution of monasteries, leiaxatioji of navigation 
laws, imposition ol' lines by the prerogative courts of Star 
Ci'hamber and Higli Commission, w(!re some t)f the other 
ways by whieli the 'I'udor coffers were replenished without 
the aid of Parliament. 

Unlike Henry ^’II1 and Queen Elizabeth, the Stuarts were 
spendthrifts; and since they lacked the 'Tudor instinct of 
harmony with the people, taxation Ijec.arne in their time one 
of the eliief bones of contention between the Crown and 
Parliament. Shortly after James 1 became king, Parliament 
voted tonnage (an important duty on wine) and poundage 
(duty on all conirriodities not subject to tonnage) I'or lile. 
But not content with this the king collected additional duties, 

‘ tiie new impositions ’ which gave rise to a case—Bate's 
Case—and jirovoked strong criticism in Parliament. Bene¬ 
volences and the grant of monopolies now increased llie 
discontent. In Charles I’s reign, Parliament kept liarping on 
the theme that redress of grievances should precede tlie 
voting of supplies, and the king resorted to all manner of 
ways oi' extracting money from the people without the sanc¬ 
tion of Parliament. Such measures as the enlargement of 
royal forests, l.)illeting of soldiers on private liouscs, the levy 
of ship-money, even inland, made Charles Ts rule ha eleven 
years (1629-40^ without a Parliament one of the most odious 
periods of British history. 

In 1640 Charles I was compelled by the tenacity of the 
Scots, who rose against him, to summon the Long Parliament. 
It declared illegal the steps taken by Charles to get revenue 
independent of Parliament. In 1643 the Long Parliament 
imposed the excise duty which beccime very unpopular on 
account of the power of search given to excise officials. It 
was defined later by Dr. Johnson as ‘ an odious tax levied by 
the Government and collected by hired wretches.’ But it 
should be remembered that ‘ the attempt to impose an excise 
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\vas due to a statesmanlike effort to distribute the burden 
of taxation over the community generally, instead of allowing 
it to fall entirely on certain classes.’ 

Sliortly after the Restoration of Charles II in 1660 an 
attempt was made to prepare a sort of budget ibr the Cjovern- 
mcnt. Parliament now voted a number of taxes, an innova¬ 
tion being the hearth tax. But Charles II indulged in an 
orgy of extravagance and could carry on the Government 
only by such disreputable means as receiving bribes from 
Louis XIV, and cleceKing the goldsmiths who dcrposited 
money in the treasury. 

For a number of reasons the y ear of the Glorious Revoluti on 
is a turning;£()iiU in English finan cial history. It was shortly 
alter iBHB that VVilliarn Ill’s war with his sworn enemy 
I.OLiis XTV necessitated the IJbebt 

which grew to enormous proportions during the trade wars 
of the eighteenth century. In 1693 the king borrowed 
£ 1,200,000 from tiie financiers, who were permitted to start 
the Bank of England. The repayment of the principal 
was not guaranteed, but the interest of 8 per cent was 
promised. 31iis was the beginning of the English funded 
debt. The reign of William III also witnessed the s epana- 
tion of th e expen ses of the king iyom those o f adm ini¬ 
s trat ion ; the money voted for the formerTSemg callecl the 
‘ Civil List ’ and that sanctioned for the latter being named 
• Supplies.’ Arbitrary taxation by the king was made im¬ 
possible and it became necessary for the king lo summon 
Parliament at least once a year to carry on the administration. 
Xow was established the principle of ap propriation of sup - 
pljes i.e., Parliament insisted on the king spending the money 
wted for a particular purpose only in that direction. 

In 1692, mounting public expenditure necessitated the levy 
ol* a land tax—a duty of four shillings—which, to some extent, 
remedied the lop-sidedness of the English tax-structure which 
formerly had been made up largely ofindirect taxes. 

I'he days of Qiieen Anne and George I saw an exhilarating 
growth of English commerce. Full of extravagant hopes, 
Englishmen were wdlling to become the dupes of imscrupulous 
speculators. The crash of the South Sea Company in the 
time of George I furnishes the most striking instance in history 
of the havoc that speculators can play on a nation-wide scale. 
The Company, which was on the way to becoming the sole 
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creditor of the Government, was dragged down to destruction 
by a crop of bogus companies promoted for all sorts of strange 
purposes. The collapse of so many companies created a 
nightmarish atmosphere among the moneyed classes and 
showed an urgent need l()r having the best financial brains 
at the country’s helm. Sir Robert Walpole, on whom now 
fell the dilficult task of' steering the ship of state through 
lroul)led financial waters, was one of the ablest men to 
manage the Government’s finances. 


THE WORK OF SIR ROBERT WALPOL.E 

Under Walpole the Ciovernment resumed control of and 
responsibility for the National Debt. Walpole estaldislied a 
Sinking Fund ofI million a year towards the payment of 
the National Debt. Despite prudent management he was 
compelled repeatedly to raid the fund. In his day the del)t 
was reduced by four or five million pounds, and the total 
liability was millions on his retirement. 

He was the first English statesman to approach the question 
of the country’s tax-system with an object that was wider 
than that of securing a good revenue. He saw the i ncidenc e 
o f taxation as an importa nt element in nationnl pro^periiy 
But his financial work was largely negative. His practices 
reveal him as the t rue father of the I ^iglish laisse z-faire polic y. 
About 100 duties on exports and about 40 duties crnTfriported 
articles were abolished. Partly on account of economies in 
public expenditure and partly by icform of indirect taxation 
Walpole was able to reduce the land tax from four shillings 
to one shilling. 

His one positive step was the establishm ent o f bo nded 
w arehouses to help impo rts, but even this \\as j:)rompled to 
a good extent l)y a negative jjurpose, namely, to check 
smuggling. In 1724 he established at seaports bonded ware¬ 
houses for tea and cofiee . Bel'ore this was done merchants 
had to pay duty on the entire cargo which they took inland. 
This meant the locking up of a large part of ihcir capital, 
as it took them some months to sell the product and realize 
the ecjuivalent of what they had paid in duly. Now mer¬ 
chants could store their goods in warehouses, paying duty 
only on what tlicy removed. So encouraging were the re¬ 
sults of this plan that Walpole introduced in Parliament in 
1 733 the Excise Bil l which provided for the establis hment of 
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similar warehouses for tobacco and wine . The Excise was 
loathed by the people and^\Valpole’s enemies made political 
capital of it. I’hey misrepresented its nature and created in 
the people the fear that its passage would result in the tyranny 
of a swarm of excise officials. Although he had the majority 
in Parliament, Walpole now withdrew^ the Bill saying, ^ This 
dance will go no further.’ 

Walpole may be said to have initiated the experi ment tha t 
proved the ii ns()undnes s ijdjiici:caiitih^^ i br the age of capitalist 
ex pansio n. The country grew prosj)erous when the in’nd- 
rances to prixate enterprise were reduced, giving force to the 
argument that the best economic policx' of the Government 
should be a negative policy. We are apt to judge Walpole 
by the standards oi our day and regard him as a. very con¬ 
servative financier. It should be remembered that in those 
days a negative economic policy seemed to be a revolution¬ 
ary policy. 

After Walpole, there was a c onversion o f the N ation al 
De bt in 1749. Loans contracted at various rates of interest 
were all consolidated into a single loan carrying one rate. 
The National D(!l)t grew’ steadily in the eighteenth century 
and the next conversion was done only in the time of' Sir 
Robert Peel. 

NATIONAL FINANC:E DURING THE FREE TRADE MOVEMENT 

The publication of The ]Vealth of Nations in 1776 meant 
much vigorous thinking about the fundamental principle of 
national finance. With many ‘ Taxation for rev'enue only ’ 
now became an article of'f'aith. Tlie younger ^Pitt. the great 
disciple of Adam Smith, the man who rariks with Walpole, 
Peel and Gladstone in the history of English public finance, 
effected some striking breaches in the tariff. The duty on 
tea was brought down from 119 per cent ad valorem t o 12 
p er cen t ad valore m. Other tax reforms of the younger Pitt 
werF tT'e~ fccnictiCHi of land ta x and the levY _of a variety of 
i ndirect taxes such as taxes on race horses,~^rvant^ hats, 
windows, which largely pressed upon rich men. Pitt pre¬ 
ferred l oans to taxes as a means of financing war and this has 
s()metimes been criticized. Bilt ttTe'TcoFdrhic conditions of 
a good section of the English population were in those days 
as bad as those of' the peasantry in contemporary France 
and any increase in tax burden might have had bad reper- 
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cussions on the body politic. During the French Revolu¬ 
tionary War, he levj^ed t he income-tax on_ ajgraduated scale. 
His critics contend that this shouid havF‘ beeiT "levied 
even earlier. 

It was under the younger Pitt that one good innovation 
was made in financial administration. Before him taxes were 
divided into a number of categories and their proceeds were 
kept separately, various items of expenditure being charged 
against them. Now' the eit lire, reveii tie was _ thrown intq_a 
single pool, greatly simplifying the preparation of the Budget. 

"ft w’as~again in the time of Pitt that a goo d system of iuulit 
of jjujjlic accounts c am e into being. 

Pitt’s loan policy has been severely criticrized. He set 
aside £\ million every year towards a Sinking Fund. The 
money was utilized for purchasing Government bonds; but 
the (Government continued to pay interest on those bonds, 
which w^ere entrusted to a body of commissioners. This 
interest was added to the Sinking Fund and thus the fund was 
accumulated with compound interest. Because of this im¬ 
portance attached wrongly to compound interest Pitt was 
later compelled to borrow' money at a high rate of interest. 
It is said that he could have low'ered the rate ol‘ interest had 
he held out to the capitalists the threat of higher direct taxes. 
In one respect his method of raising loans was a striking 
improvement upon that of his predecessors. Fle put loans 
out to public tender instead of aliowdng ministers to raise the 
needed money by private negotiations with merchants and 
bankers—a measure which greatly r educed coi x uption and 
rais ed the tone of the adm in istrati on. 

At the close of the Napoleonic War i ncome-tax was aboli - 
shed (1816). But the b urden of indirect taxes increased : it 
was one of the causes of economic unrest which England w it- 
nessed in the decade following 1815. Of a total tax revenue 
of £56 millions, £40 millions were realized by the levy of 
customs and excise, duties which I’ell largely on necessitiesb 
'File free trade movement now became important. Huskis- 
son l)rought about a reduction in public expenditure by the 
stopping of bounties on export. He also reduced a number 
of customs duties. 

It was in the days of Sir Robert Peel^ one of England’s 


^ Report of the Committee on National Debt and Taxation, p. 236. 
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greatest financiers, that Britain abandoned a considerabl e 
p art oi' her tarit r. In 1842 Peel i mposed the income-ta x. 
An important achievement of Peel was a great conversion o f 
t he National Debt in 1844 . The Natitinal Debt was now 
abont a small part ol‘ which bore interest at 

3 per cent. Tliis rate was now lowered to 3} per cent and 
after ten years it was further brought down to 3 per cent. 

The f ree trade movemen t came int o its o wn under Glad¬ 
stone . As a financier he was of' even greater stature than 
either ^Valpole or Peel. He had a much deeper concern for 
tht^ welfare of the poor than either of them, and, to quote 
Lord Morley: ' was able to use wise and bold finance as 
the lever for enlarging all the facilities of life and diffusing 
them over the widest areah’ 4’he spirit which animated his 
work as a financier is brought out by his w'ords, that when 
he looked upon iiis work at the Exchecjncr he derived ‘ pro¬ 
found and inestimalile consolation from the reflection that 
while the rich have been growing richer tiie poor have 
become the less poor.’ I n tariff ref o rm lie saw a sure mear is 
of abundant employment : and a system of economy was to 
him itself a powerfu l wa y of enhancing the prospe rity of tKe 
natio n, ^\'e have already described Ins ta^riff rerdrim "One 
of his good achievements was that he laid t he fou ndations of 
an effective sinking fund . Gladstone’s task was more diHTcuTl 
than Reel’s, for like Peel he did not have the force of popular 
clamour behind him for carrying out his reforms. ‘ He has 
been compelled,’ remarked Giffen, ‘ to supply an artificial 
intelligence, an artificial agitation to supply the place of 
feelings which his predecessor had at his command^.’ 

It was in the Gl adstonian e ra that the Government really 
began to take an~ Inte^Talcd ^ew of British public fin ance. 
‘ Instead of regarding each tax separately, and attemj^ig 
the impossible task of choosing only those taxes which would 
pass all the tests,’ writes Ursula Hicks, ‘ it was suddenly 
rcalizcd-llia t any desired distributionaL result could be o b¬ 
taine d ]3v a c o mpensatory structure of taxes in which th e 
I'atiirs of one would be offset by the virtues o f anothe r^y’ Such 
a^symi ptic view of the ta x-structure was tKe necessary preli- 
minary to the tax innovations"of the twenty years afte r 1890, 

^ Lord Morky, Life of Gladstone, Vol. I, p. 693. 

® R. CiifFen, J^onomic Enquiries and Studies, Vol. I, p. 237. 

® Public Finance, p. 150. 
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which laid the foundations of an imposing social insurance 
s chSne lor Britai m 

The period also saw an i mportant change in financi al 
p racti ce. It saw the begi nning of the single finance and ap ¬ 
pro priation Act s. Also, it was in this period that the Pub lic 
Accounts Committee was set up for tightening up Parliament 's 
c ontrol over the of the Government’s income. 

Gladstone disliked the income-tax which he thought of as 
a tax on industry and capacity, and w^as repeatedly asserting 
that it would lie temporary. In 1853 he devised a scheme 
for reducing it by stages and finally abolishing it, but a series 
of wars in which Britain became entangled prevented the 
realization of this aim. Actually Gladstone had to double 
the income-tax after the Crimean War broke out. In 1860 
he raised it by a further penny which brought it to tenpence. 
After 1861 he changed the rate a number of times and finally 
in 1873 brought it down to threepence, the nadir that it has 
touched since the, day it was devised. With the advent of 
Gladstone many of the old objections to the tax had lost their 
force. The skill of the revenue collectors now left no ground 
for the charge of partiality. 

Gladstone’s great rival, Disraeli , established in J875 a 
sinking fund of 2 8,000,000 a year. Public expenditure now 
went up, and in 1880 Disraeli had to raid the sinking fund. 
Two years earlier the income-tax had been raised to fivepence. 

By this time the progressive principle of taxation, which 
in the eighteenth century was vaguely discernible in the efforts 
to reduce the tax burden on the lower income. groups, had 
become generally acceptable provided it was not pushed to 
the length of injuring industry and economy. In 1 894 . Sir 
Wi lliain Harcou rt l evied death duties on a graduated sca le. 
In the budget speech of the year he observed: ‘ iNature gives 
man no power over his earthly goods beyond the term of 
his life. What power he possesses to prolong his will after 
his death—the right of a dead hand to dispose of property— 
is a pure creation of the law, and the State has the right to 
prescribe the conditions and the limitations under which that 
power shall be exercised.’ 

FINANCE IN THE PRESENT CENTURY 

The progressive principle was carried further early in this 
century. In 1909 the budget o f Lloyd George made t he in-_ 


220 


ECONOMIC HISTORY OF ENGLAND AND INDIA [PART I 


rrmir-tax sierply progressive and levied a super-tax . The 
budget r aised the death dutie s, llu* d uties on tobacc o and 
spirits and included a tax ol twenty per cent on the un e arned 
in crement of l and values , and" a duty of* a hallpenny m the 
p ound on the capital value ot undevelope d agnctllturai Iand. 
The House of' Lords resented these proposals and so fierce 
was its opposition that the budget could be carried only 
when steps were taken to curb the veto power of the 
Upper House. 

Since 1014 the tax sy stem has becom e 1 1 iglily progressi ve, 
and until 19!11, when protection changecT the distribution of 
tax l)urden. the tax burden on the working-class was extremely 
light. E\’cn the high scale of duties imposed on the rich has 
not so far remarkably reduced the inequalities of wealth in 
English society. One writer has pointed out that after two 
decades oi' heavy direct and liighly progressive taxation 
England was having more people with incomes of' a 

year than there had been with incomes of ^(^'5,000 a \'ear 
before such taxation was le\'iedh 

In the first dt'cadc of this century and the twenties the 
view was i'requenth' expressed by some leaders that the 
direct taxation in Britain was excessive. The effects of taxa¬ 
tion were reviewed in the twenties by the Committee on 
National Debt and Taxation. The majority of the members 
of the committee came to the following conclusion:—‘ In 
view of the large amount of revenue which has to be raised 
we think the general character of tax distribution in post¬ 
war years lias been satisfactiny.but it is still too early 

to speak of the final economic effects of* progressive taxation 
on the community^.’ The minority stated: ‘Such taxation 
cannot, in our judgment, reduce the aggregate purchasing 
power of the community; nor do wc find that it raises prices, 
or materially reduces the national output of work, of saving 
or of enterprise.’ 

As regards public expenditure in the inter-war period, the 
working classes were deriving a growing benefit from the 
social services and an increasing amount of the national in¬ 
come was transferred from the rich to the poor. It should 
l)e borne in mind that the transfer was however not remark- 


’ G. Growthcr, Ecojiomics for Democrats, p. 37. 
" R(;porl, op. cit., p. 241. 
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able and that the poor were themselves contributing a £yoo d 
deal towards the social service s. 

In 1938 the portion of the national income taken by the 
State ill taxation (including local rates) was rather less than 
a third; in 1945 it stood above a third. After the war, the 
Excess Profits Tax levied in war-time was abolished and al¬ 
lowances were made for depreciation. Bui in the post-war 
years there were complaints of rather heavy direct taxation; 
popular opinion seemed to dislike direct taxation much more 
than indirect taxation, although the former was fairer^. In the 
Labour Government Hugh D altoifs pol icy w'as that of'sHnk- 
i ng a nice balance betwee n prov iding su fficient incentive to 
i ndustrialists and e fiecting a redistrUnition of nati onal inc ome . 
The other objects of the Government’s budgetary policy in 
the post-war years have been the encoura gement of ur gently 
n eeded inves tment. the*^c urtailing of inessential consu mption 
for increasing exports, and^i scouraging impor ts,and^^event¬ 
ing price rise s. Very recently the problem of transferring 
resources to step up production for defence has been occupying 
the Government’s attention. 

PUBLIC DEBT IN THE PRESENT CENTURY 

I’lie close of the Crimean War was followed by forty years 
of peace and growling national wealth. In 1889 Gosche n 
effected a great conversion (which has come to be called ‘ the 
classic example of conversion ’) by which the interest on con¬ 
sols was reduced from 3 to 2^ per cent. The Boer War 
increased the debt, but, by 19H. it had fallen to a little more 
than ^700 million s. During the First World War an over¬ 
whelming part of the expenditure was met out of‘ loans, 
several of wffiich w^ere of* the w^orst type. In 1924 the debt 
stood at about £7,750 milli ons. 

For reducing tlic Inirden of this debt the Labour party 
proposed a capital levy, but the suggestion was not accepted 
as it was thought of as a ‘ case of burning the house to roast 
the pig“.’ 

Between 1920 and 1926 there was a series of debt conve r¬ 
sions . In 1924 Philip Snow’den, Chancellor of the Exchequer 
in the Labour Ministry, co nverted ;^148 millions of war 

^ M. P. Parker, of), cit,^ p. 73. 

- Petliick-Lawrencc, The Story of the English Public Debt up to IQ 14 , 
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loan from 5 to 4| per cent. The interest charge was reduced 
by 1,000 as a result of this conversion. 

Britain also contracted during the war a big external debt 
which in 1925-26 stood at ^ number 

of years governments were breaking their teeth over the 
problem of’ international indebtedness. Britain announced 
that she would ask her debtors to pay her in instalments, 
but no more than what the United States required her 
to pay. 

Tlie in terest chans on internal debt jmeant a transfe^of 
in come to t hcjipp^ strata of th e English society. Whereas 
in 1914 the debt_se:r^ce'T(7^ per cent of her 

national income, in 1930 U"stood at about 10 per cen t. 

In 1932 Neville ,ChiiXlllbcriain, the Chancellor of the 
Exchequer in the third Macdonald ministry, accomplished 
the feat of con verting o ve r /.2,0 00,000,000 of the debt from 
5 to 3-j per cent. 

During the S econd Wor ld W'jir the inte rnal debt increased 
by nearly tliree times, and touched in 1946 the colossal figure 
or / 724.540 m illion s. L'lilike during the pre\'ious war. interest 
ral(*s were now kept low. Fonagners now subscri])cd to the 
home issues. They also accumulated sterling balances* in 
London -a development whicli faced Britain with the pro¬ 
blem of’heavy interest charge's. 

Sr MMARY 

The Middle A^es :— 

The main part of the king’s income was derived in kind 
in the early Middle Ages. In the twelfth and thirteenth 
centuries arbitrary taxation was a great evil. The Hundred 
Veai's War increased the control of Parliament over finance 
and it strove to make taxation less arbitrary. 

The Tudor and the Stuart Eras :— 

Although Parliament granted the Tudors the money they 

* During tlu* war the counlrirs of the ‘ sterling area’ i. r. Britain and 
the roiinirios which had linked their currencies with sterling decided 
to pool their ‘ hard rurr(?ncies ’ and formed the P^mnire Dollar Poo l. 
India, for example, now became Britain’s ereditor. In 1945-1946 her 
sterling balances stood at Rs. 1,733 rrores. This accumulation was the 
result of the purchase of war supplies by Britain from India and the 
diversion to the I^npirc Dollar Fool of the dollar and other non-sUTling 
assets held by Indians and their annual dollar earnings. 







CH. XVl] 


ENGLISH NATIONAL EINANt^E 


223 


wanted, they adopted a number of measures to l:)ecome 
linanciaJly independent of Parliament, such as the collection 
of forced loans, grant of monopolies, debasement of coinage 
and thrifty administration. 

'i^he Stuarts were spendthrifts, and their arbitrary taxation 
of the people led to fre(|uent quarrels between them and 
Parliament. 

1643—The Long Parliament levied an ex(is(‘ duty which 
l)ecaTne very unpopular. 

1688—The Glorious Revolution was a turning-point in 
financial history because Parliament now got (omplete con¬ 
trol over national finance. 

1692—A land-tax of four shillings was levied. 

1697—The beginning of England’s funded debt. 

The Work of Sir Robert Walpole :— 

In George Fs reign the failure of the South Sea Company 
created much financial panic. Walpole put an end to it. 
He reduced a number of'duties on trade, established bonded 
warehouses to help importers, reduced the land-tax and 
made England prosperous. 

1749—conversion of the National Debt. 

1786-1793—Pitt the Younger reduced the duty on tea and 
levied a variety of indirect taxes which largely pressed on 
the rich. 

1797—The income-tax levied on a graduated scale. 

Pitt began the practice of throwing the entire revenue into 
one pool. He established a Sinking Fund. His loan policy 
has been criticized. 

1816—Income-tax was abolished. 

In 1842 and 1845 Sir Robert Peel reduced many duties. 
In 1842 he imposed the income-tax. 

1853 and 1860—Gladstone abolished a number of duties 
and reduced expenditure. By 1873 he brought the income- 
tax down to threepence. He showed greater concern for 
the poor than his predecessors. He also laid the foundations 
of an effective sinking fiind. 

1894—Death duty was levied on a graduated scale by Sir 
William Harcourt. 

National Finance in the Present Century :— 

1909—IJoyd George levied a supertax on incomes and a 
tax on the unearned increment of land values. 
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Since 1914 the tax-structure has become steeply progressive. 

The return to Protection in 1931 meant a redistribution of 
the tax burden and the working class had to bear a 
greater share. 

Public Debt in the Present Century :— 

The Boer War and the First World War greatly increased 
the Xaliorial Debt. 

1932—Neville (!haTnl>erlain efi'ecied a great conversion. 
It ranks with GoschenN Conversion of 1888. 

The Second ^V^^rld ^Var increased greatly Britain’s internal 
and external debt. 


Chief Dates 

1377-1381 - Levy of Poll 'Fax. 

1643 Levy of the Excise Duty by the Long Parliament. 

1692—Levy of the l^and Tax. 

1697—Beginning of Britain’s Funded Del)t. 

1 720 'fhe Failure of the 8f)Uth Sea Coinpan\'. 

1721—Walpole became the chief minister. 

178()-1793—Pitt the ^'ounger’s work as financier. 

1797—Levy of tlu! inconu'-tax on a graduated scale. 

1816—Abolition of the income-tax. 

1842- - First Free Trade Budget of l^eel—tlie reimposition of 
tlie income-tax. 

184")—Second Free T rade Budget of T^ecl. 

1853 & 1860 - CGladstone’s work as the Chancellor of the 
Exchequer. 

1894—Levy of death duty on a giaduated scale by Sir 
William Ilarcourt. 

1888—A gigantic conversion of the National Deljt l.)y 
Coschen. 

1909—Levy of a supertax on income and a tax on the 
unearned increment ofTand values by Lloyd George. 

1931— Levy ()f Protective Duties. 

1932— Neville Chamberlain effected a great conversion of 

the National Debt. 





CHAPTER XVII 

POPULATION, PRICES AND PROSPERITY 

POPITLATION TRENDS 

In 1801 the first census was taken in Britain and eleven 
millions were counted in England, Wales and Scotland. 
Guesses have been made about the population of England 
before the nineteenth century. Probably it was about two 
millions at the time of the Norman conquest and rose to five 
millions by 1600. From the eleventh century to the middle 
of the eighteenth the population of the country was going 
up slowly and steadily except for brief periods of reverse, such 
as the Black Death in the fourteenth century. The slow rate 
of increase was the result of the high death-rate. ‘ The 
dance of death ’ was, for a long time a favourite theme for 
artists. Even in the last quarter of the eighteenth century 
the death-rate was high. Of this period Adam Smith re¬ 
marked that, although Highland women usually gave birth 
to about twenty children, only two or three lived to grow 
up. Until twenty years before Malthus wrote his Essay on 
the Principle of Population in 1795, some people were speaking 
of a decline in the English population. 

Between 1801 and 1831 the population expanded from H 
t o^lG^ millio ns, and during the remaining years of the century 
rnore than doubled itself. In 1900 the population of England 
and Wales stood at ^ millions. 

The phenomenal growth of the population in the later 
eighteenth and the early nineteenth centuries is to be ex¬ 
plained both by a steep fall in the d eath-rate and a rise in 
the birth-rate . In the early decades of the eighteenth cen^- 
tury the death-rate was increasing, but by about 1730 it took 
a plunge. 'Phe fall was explained by some social historians 
as due to the decline of the habit of drinking cheap gin 
instead of beer, but this has been proved to be incorrect. 
It was really the result of the better conditions of life made 
possible by the Agrarian and the Industrial Revolutions, and 
the striking progress of medicin e. It was the time when 
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B ritish siirL^cr v was t ransformed * froiTi the trade oF tlie “ ba r- 
bcr-surRcon s ” into th e science of the specialis t/ liiocula- 
tjon and vaccination mitigated the horrors of cholera and 
small-pox, while the construction of a number of lying-in 
liospitals and the revf)lution in I he practice of midwifery, cut 
dowm the rate <^f rnalernal and infant mortality. Now, owing 
to the economic- r(!volution, the people had more food and 
milk and more of the amenities that contribute to a longer life. 

The causes ibr an increase in the birth-rate have already 
]>ecn mentioned^ Tlie rise was due not only to the improve¬ 
ment in the energies of the pcjpulation, but also lo the n ew 
c onditicnis of wor k and the l) rii»liter prospe ct for the would-be 
big family man which the expansion of industry was so 
quickly bringing. 

The following table indicates the population trends between 
IBol and 1938^— 



1 Nurat)ers of 

j ; 


Rate of 

Year 

population 

(OOO’s) 

; Birth-rate 

Death-rate 

natural 




increase 

1851 

17,928 

34-1 

21*8 

12-3 

1861 

20,066 

34*8 

21-5 

13*3 

1871 

22.712 

35*5 

22*3 

13*2 

1881 

2"),974 

34*1 

19*7 

14‘4 

1891 

29,002 

30*8 

19*7 

11-1 

1901 

32,.528 

28*7 

17.2 

11-5 

1911 

36,070 

24\5 

13*8 

10-7 

1921 

; 37,887 

22*8 

12-4 

10*4 

1931 

; 39,952 

15-8 

11 *9 

3-9 

1938 1 

i 41,215 

15*1 

1T6 

3*5 


Not the crude birth-rate, but the net reproduction rale 
fthe rate at which the female population replaces itself) is 
the real indication of the population trends. The net re¬ 
production rate rose from 1 '3 in 1851 to T5 in 1871. From 
1881 it declined until in 1 922 it touched In 1938 it was 0^8 
and it rose toX^^g^.in in 1946. 

The fall in the death-rate has been due, during the past 
century, to the ri sing level of liv4n p- b etter workiiur condition s. 
family limitation which has reduced the strain on mothers, 
the advance of medicine , b etter health measures and health 

^ See the chapter on the “ Industrial Revolution.” 
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scmccs. The mortality rate from certain chronic diseases 
of middle life and old age has gone up, but not so much as 
to offset the fall of the mortality from acute infective diseases 
and infantile and maternal mortality. 

What have been the causes of this sliding in the birth-rate ? 
It is often said that this has been due to the spread of birth- 
control. T'his, however, is only a superficial answer as it 
does not indicate the deeper factors which have driven people 
to resort increasingly to the means of birth-control. The 
Royal Commission on Population , appointed in 1944 to inves¬ 
tigate ThF"popn^^ trends and consider the measures that 
might Jiave to l)e taken to influence the future trend of popu¬ 
lation, i'ound that the main caus e, and perliaps the only cause 
of' the fall in the birtli-ra te. was the spread of deliberate 
family limitation . It explained this as the outcome of a 
liumlRT of^ ^cbndmi c.^ ocial and^ cultural factors . As a result 
of the tr ansformation of the economic organizatio n by the 
seventie s ol' the last century, the importance of the family as 
a prbductive un it d ecreased considerably while the Factory ’~ 
ancl the Education Ac ts were p rolondng the period during 
which c hildr en wci>5 an unrelieved expense to the family. 
Moreover, the clim ate of opinio n was made c ongenial for 
birth-contr ol to flourish by a number of psychological facto rs 
such as the ‘ f eeling and often the actuality of poverty""in 
relation to new standards ; the tii nijng away from traditiona l 
l^lief's : the newly acquired confidence m the blessing s which 
were to ])e brought about by' ^cience ; the c hanging status o f 
women and the l^eginning of scepticism as regards c ontinued 
progress h’ The influence of these factors has increased to such 
ao^extent tliat those who have no objection to a ‘ quiverful 
of children ’ now become the butt of social ridicule. Such 
factors as fear of unemployment, a ‘ half-baked knowledge of 
child psychology ’ have been tending to the same effect. 

The p ropaganda for birth-control first began to attract wide 
attention in 1876, w^hen Besant and Bradlaugh were tried for 
arranging to publish Knowlton’s Fruits of Philosophy^ a work 
on birth-control. Knowlton had been prosecuted. But 
Besant and Bradlaugh were acquitted. Towards the close of 
the century the ac tivities of the Malthusian Leag ue began to 
attract w'ide attention Voluntary family limitation , which 


^ E. M. Hubback, The Population of Briiainf p. 51. (Pelican Books.) 
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began among the richer classes, spread by the twenties of the 
century even among the low-paid unskilled workers. The 
following figures show the fall in the birth-rate among certain 
groups of the population:— 


Births for every thousand males 



1921 

: 1931 

Owners and employers 

106 

! 76 

Skilled miners 

174 

; 126 

Semi-skilled workers 

200 

i 101 

Unskilled miners 

156 

1 81 


The twenties were a period of depression. The fall in 
the birth-rate among the unskilled and semi-skilled workers 
was largely through fear of unemployment. 

We must now turn to the e conomic eflccts of this popula - 
^ tion trend . The decline of the birth-rate has brought about an 



from about 36 per cent in 1881 to 22’4 per cent in 1951, 
while that of old men above sixty-fivc has go ne up from 
about 5 per cent to 10*8 p er cent over the same period. 
England will have in the present decade an abnormally large 
number of people between the ages of forty and fifty. On 
the assumption that mortality rates will continue to fall and 
ignoring migration and the future birth-rate it has been cal¬ 
culated that the n umber of people ahovp t he age, of sixty- 
five will increa se during the next three decades by about 
three millions, while during the next fifteen years the number 
of young adults (fifteen to thirty-six) w ill decline by a million. 
The people of working age will be more or less constant, 
'fhe c ost of the National Insurance schemes will, it is there¬ 
fore feared, become hug^ ^ Not only does it mean that by 
^1975 there will be thirty-one pensioners to every hundred 
contributors, whereas now there are only sixteen; but by 
^ 1978 r etirement pensions will be costing 501 million s out 
of the £ 749 millions which is the total estimated expenditure 
on all benefits, including administration^ An appreciable 


1 Ibid., p. 133. 
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l owering of the ex penHitnr f^ on thp education of children is, 
however, not likely to occur , as schools must keep up certain 
grades and standards, even if there are a smaller number of 
children. While the d emand on the Exchequer will go up. 
national revenue may be unfavourably affected by a reduc¬ 
t ion in the number of people of working ag e. 

Some people look upon the decline of population with 
buoyant optimism as they believe that it will reduce unem¬ 
ployment. But they do not realize that the p rovision o f 
e mployment is not a problem of numbers , b ut of the economic 
organization prsociety ^. If the decline continues for some 
decades the reduction in th e number of persons of workin g 
ages w ill dislo cate the prp>;f»-nt indiislrial and actually 

aggravate the cv^il of unemploymen t. 

As to the effects on international trade, while in t he shor t 
run the d ecrease in the food imports may ease the balance of 
payments position, over a lon g period any a dvantage accru- 
ing from it may be m 1 1vy^^eighed. liiy thp rhnrrtf>».Wniigh t about 
in Britain’s economy. 

So much for the economic effects of the decline of Eng¬ 
land’s population. We must now turn to the changes in the 
r egional distribution of England’s populatio n. \Ve have 
seen that as a result^f the Industrial Revoluti on the popula¬ 
tion of England became predominantly urban. In the pre¬ 
sent century the increase in the urban population has been 
less the result of a mewement from the countryside than in 
the nineteenth century. Urbanization has shown two new 
features in very recent decade s. ^One is the greater 'increas e 
in th e population of the suburbs of larger cities and the outer 
rings of conurbations than in the cities proper; and the other 
is die tendency for the population to ^hift from the north and 
and n orth-western regions of the island to the south-east and 
t he midlands, where new light industries are attracting 
young men. 

Largely as a result of the Second World War there has been 
a s triking alteration in the rates of growth of rural and urban 
areas as a whole, and ol small, medium-sized, and large towns. 
After 1939 the growtlT^df pdpulatldft becaiiiife fhslfiT'in ihfe 
administrative rural areas than in the urban areas— a trend 
not witnessed for the previous one hundred years. While 


^ See A. M. Carr-Saunders, World Population, p. 138. 




230 


ECONOMIC HISTORY OF ENGLAND AND INDIA [ PART I 


for a long lime before 1939 medium-sized towns had deve¬ 
loped fastest, now the rate of increase in small town s out- 
passed that in the others. 

Another aspect of the population problem is the changes 
produced by immigration and emigratio n. The following 
figures show how tne population of Britain was affected by 
migration in the period 1871-1938^:— 



Average annual 

Average annual gain or 

Year 

increase in population : 

loss by migration 


per 1,000 

per 1,000 

1871—1881 

1 13-0 

—0-9 

1881—1891 

10*6 

--2-6 

1891—1901 

! 11*3 

—0-3 

1901—1911 

9*8 

—1*9 

1911—1921 

i 4-6 

—2*1 (excluding 
war deaths 
abroad) 

1921—1931 ! 

4*6 

—1-3 

1931—1938; 

4-4 

+ 1-4 (1931-1937) 


Until the w'orld depression of 1929, British emigrants ex¬ 
ceeded immigrants, though the rate of outflow varied from 
time to time. In the third decade of the Iasi century, largely 
owing to the propaganda of persons like Horton and Wake¬ 
field, a variety of measures were adopted by the English 
Government for encouraging emigration. Between 1850 and 
1922 little was done in this direction. In 1922 the Empire 
Settlement Act provided for State assistance to emigrants. 
During the Depression there w^as for the first time a surplus 
of immigrants owing to the dislocation caused in the economy 
of a number of overseas countries. At present emigration i s 
not an important factor afifecting the population trend 
in Britain. 

The Royal Conamission on Population which was asked to 
recommend a p opulation poli cy for Britain, proposed a num- 

^ G. D. H. Cole, Intelligent Man's Guide to the Post-War World, 
p. 444. 
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ber of steps for reducing the economic disadvantages of parent ¬ 
hood . It suggested the e nhancement of family allowance s, 
the further d evelopment ofTamily health and welfare service s, 
the building of more house s wi th more than three bedroorns . 
To encourage well-to-do people to have larger lamilies the 
Royal C’ommission suggested a r eform of the income-tax . 
Emphasis was also laid in its report on the promotion o f 
education and research on population problems wdth the 
object of dispelling the widespread ignorance on popula¬ 
tion questions. 

Some writers think that the population trend in Britain 
does not really give ground for much anxiety. Estimates 
that by 203r) the population would have sunk to 44 millions 
are dismissed by them as unwarranted. A White Paper 
published in 1942 showed that even at the present rate of 
fertility the population of Britain would be in 1971 about 
44 ” millions. This is to some thinkers a welcome prospect, 
a change that would enable many more Englishmen to stand 
and stare, ‘ enjoy the arts, graces, profundities and subtleties 
ol life,’ and ‘ England’s green and pleasant land^.^ 


PRICE TRENDS AND PROSPERITY 

The population trends in a country arc one of the various 
forces that a fleet pricesT Often, however, they are l ess itn- 
portant in determining the course of prices t han such factors 
as t cclinical protrress and i ndustrial organization , the quantity 
o f moncN' and the economic policies ol’ governmen ts. 

In the history of England the early modern age is, in the 
words of Colin Clark, ‘ the period of the g reat price revolu ¬ 
tion ’ Even in 1495 prices were low. Ot tins year one 
writer remarks: ‘ In so cheap a year as this, the peasant 
could provision his family for a twelvemonth with three- 
quarters of wheat, three of'malt and tw'o of oatmeal, by fifteen 
wrecks of ordinary work; and an artisan could achieve the 
same result in ten weeks^.’ But by 1563 prices had shot up, 
and for earning the same provisions the agricultural labourer 
had to toil forty weeks and the artisan fifty-two weeks. This 


’ J. C. Flugcl, Population, Psychology and Peace, 

^ T. Rogers, Six Centuries of Work and Wages, p. 389. 
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u pward course of price s was the result of the i nflux of preciou s 
rnfilal from the New World and the d ebasement of coinag e. 
As we have already seen, in the reign of Queen Elizabeth, 
owing to the grant of monopolies the prices of some com¬ 
modities soared. This caused bitter criticism of Elizabeth’s 
policy in Parliament. 'Fhc greater part of the Tudor Age 
was one of economic unrest, and the small landliolders in 
the villages had a very bad time, lint under Elizabeth 
the position of the small gentry and the yeomen freeholders 
began to improve and this continued until the Restoration of 
1660. The rei gn of Elizabe th was ' a great age for the rura l 
middle clas sThe town artisans and the agricultural la¬ 
bourers liad however little share in the prosperity that was 
coming, and from their standpoint the Elizabethan Age was 
not golden, though they were seeing ‘ pale gleams ’ of a 
better time. 

The upward movement of prices continued until the midd le 
of the seventeenth centiir ^ The import of silver then de¬ 
creased while there was an i ncreasing drain of precious meta l 
to the Ea st owing to the trading activities of the East India 
Company. Prices rose little until the middle of the eighteenth 
century; in fact the prices of a few commodities dropped. 
Production was now increasing and it tended to the same 
effect. The first half of the eighteenth centur y w as a goo d 
time for the worke n ‘ The agricultural labourer in the first 
half of the eighteenth century,’ writes Rogers, ‘ was better 
off* than he had been at any period since the fifteenth and the 
first half of the sixteenth^.’ 

The second half of the eighteenth centur y and the early 
decades ^f themin eteenth were a period oF&uff*erin g for the 
workers. Owing to the rapid increase of population, food 
prices were goingL_u p. Between 1793 and 1820 the war con¬ 
ditions kept prices high and fluctuating. In 1797 the Bank 
of England suspended cash payments and in the next few 
years the country saw the evil symptoms of inflation. More¬ 
over, now ‘ d earth became an institutio n.’ The rise of price 
benefited mostly the big landlords . During the first twenty 
years the average price of wheat was 98s. 6d. a quarter, more 
than sixteen times the average rate of the past two-and-a-half 

^ Trevelyan, English Social History^ p. 167. 

* T. Rogers, ibid,, p. 480. 
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centuries. The of the Elizabethan Siatuip nf Ari ifirers 

made the l ot of the artisan precario us. In 1800 their average 
wages were eighteen shillings a week in London, and in a 
year of shortage they rose by 75 per cent. The effects of 
the a llowance system of poor relief were discouraging to th e 
honcsT^ork er. Earlier in the century the English workers 
enjoyed a liberal diet which, botli for quantity and quality, 
contrasted favourably with the food that was available tor 
iheir continental counterparts. But now they were consuming 
only the l)arest necessaries. The family budgets collected by 
Eden and Davies between 1789 and 1795 from different 
parts of the land all told a very depressing tale of agricultur al 
labourers getting sunk in pqvertyT Meanw^hile, clastlereagh 
and Canning wexe declaring that England was the only happy 
country in the world. Alter studying these events Tooke ob¬ 
served in 1837: ‘ According to all experience, whether within 
modern observation or recorded in history, it may be laid 
down as an established maxim that labour is the last of the 
objects of exchange to rise in consequence of dearth or depre¬ 
ciation, and commonly the price of labour is the last to fall 
in consequence of increased abundance of commodities or of 
increased value of money^.’ 

Arthur Young found that in 1813 the w^ages of agricultural 
labourers were h glow^tho se required to buv their food. In 
1815 an odious corn law a ggravated the suffering s of the 
workers and the industrialists. In parts of the country w here 
enclosure s completed , the a gricultural labourer had little 
work anJ rnuch worry . ‘ A traveller who wished to compare 
the condition of the English and the French rural populations 
in 1830,’ write the Flammonds, ‘ would have had little else 
to do than to invert all that had been written on the subject 
by travellers a century earlier^.’ 

On the Continent better times were dawning for the pea¬ 
santry. No longer did the French peasant groan under the 
yoke of rapacious landlords and ruthless tax-gatherers. The 
German peasant who had been ‘ coarse, discontented and 
slavish ’ was shaking off his chains and rising from his long 
degradation. Even in Spain and Italy conditions were be¬ 
coming less repugnant to the peasantry. But to the English 


' Tne History of Pricesy Vol. II, p. 37. 

3 B. & L. Hammond, The English Village Labourer (1768-1832), p. 240. 
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aud the ^nry^ruliAirii] the days of* prospent y 

seemed to have been don e and they were not only i mpovep ^ 
shed but were ‘ poorer in sympathy and infinitely poorer i n 
horizon and hop e. 

Except for the prices of food, all other prices began sagging 
by 1820, and continued to do so until the middle of the 
century. When shortly after the Napoleonic Wars the Bank 
of* England resumed cash paymen ts the disease of inflatioli 
was ciirech I ndustrial expansion now a ccompanied currenc y 
contraction and the i nsufiicienev of* currency was tbrean g 
prices down . Labourers in the urban areas and their em- 
ployers were, however, suflering because of the Corn Laws. 
The extent of the relief which they secured from the 
repeal of the Corn Law in 1846 is shown by the following 
figures of prices given by Charles Pelham Villiers in the 
House of* Commons in a speech delivered on January 31 
1850L— 


1847 

Average Price 


1849 

Average Price 


Difference 



s. 

d. 

s. 

d. 

s. 

d 

Wheat 

69 

5 

39 

4 

30 

1 

Barley 

43 

11 

25 

9 

18 

2 

Oats 

28 

7 

i 

6 

13 

1 

Beans 

50 

1 

! 26 

11 

23 

2 

Peas 

39 

1 

i 29 

0 

10 

1 


The d ifference in tlie expenditure of the people on food 
between 1847 and 1849 is estimated bv him at no less than 
^91,000,000. 

\Ve have seen that the repea l of the Corn Law's w^as fol¬ 
lowed l)y an improvement of EnglisliTarmin g. P rices rose 
gently between 1849 and 1873 owing largely to the influx of 
gold from California and Australia. I'he wages of agricu l¬ 
tural labourers we re now higher than those of the Continental 
workers, but by English standards they were not high. In 


* Charles Pelham Villiers, Free Trade Speeches^ VoL II^ p. 390* 
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these years i ndustry also prospered remarkably and the st an d¬ 
ard of’ li fe of the u rban worker was tio ing up. 

This t rcnd was r eversed by about 1875 . Foreign compe¬ 
tition caused depressiorT in English agriculture and industry. 

It would be wrong to think of this period as one of un¬ 
alloyed dilliculty for the cjilire population of Britain. The 
working class benefited from the drop in prices and in 1899 
r eal wattes were at the p eak. An average wage-earner could, 
in 1895-96, buy 45 per cent more than fifteen years earlier. 
It is estimated that whereas national income rose from 
j^d,020 million in 1879 to million in 1896, the 

aggregate wages rose from ^439 million to million 

in the same period. The following table shows the movement 
of the various components of the national income^:— 


(Million £) 


Year 

Wages 

• intermediate 
Incomes 

Profits 

Evasion | 

Total 

1879 

430 

120 

406 

64 

1,085 

1880 

439 

120 

454 

60 

1,073 

1885 

452 

151 

458 

57 

1,118 

1890 

586 

183 

565 

65 

1,399 

1895 

592 

214 

580 

56 

1,442 

1896 

614 

220 

582 

54 

1,470 


Rprovery be gan in 1896. and between 1896 and 1912 
prices went up gradually, except for a sharp spurt in 1900 
and a corresponding fall in 1901, and another leap in 1906-07 
attended by a drop in 1908-1909. The rise was largely due 
to the influx of gold from South Africa. Within the three 
decades before the outbreak of the First World War, more 
gold was added to the world’s stock than had been done at 
any previous period of equal length. The expansion of cu r¬ 
rency now outstri pped the in crease, of prod uc tion. Though 
the level of prices rose, the working class did not suffer as 
food prices lagged behind prices of other things. But the 
share of the wages in the national income decreased and in 


Economic Journal, VoL LVIII, * National Income of the U, K,* 
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1913, in the national income of £^2^36^ millions, aggregate 
wages were £857 millions while profits stood at £1,134 
millions. 

During the Fi rst World W ar, owing to restriction of pro¬ 
duction for other than war purposes and currency expansion, 
wholesale prices rose by 140 per ce nt, but the rise was moderate 
as compared with that in some continental countries. I’he 
rise in the cost of living was probably between 85 and 110 per 
cent. The increase in money-wages, though appreciable, was 
not so great as the rise in the cost of living. In 1920 prices 
were 225% above the pre-war level. Between 1920 and 1924 
the totaf amount of currency notes in circulation was re¬ 
duced by £70,000,000 and prices tumbled down. Consi¬ 
dering taxes, changes in prices and income, Mr. Bowley ob¬ 
served about the position of the various groups in English 
society: ' The very rich have less than half their pre-war 
income; the least well-ofT of the working class have gained 
most. Between these two extremes, the tendency is almost 
throughemt in the same direction^.’ 

In 1925 Britain returned to the Gold Standa rd at the pre¬ 
war parity and we have seen that the maintenance of th e 
pound do llar ratJo meant the adoption of a policy of drasti c 
deflation . Prices were going down between 1924 and 1932. 
Money-wages came down when after 1929 depression deep¬ 
ened (not considerably—they showed a rigidity), but rea l 
wages actually rose betw^een 1924 and 1933 . This meant a 
rigid cost structure for indu^ry and was one of the reasons 
why the gold sta ndard could not operate as an autom atic 
standard . When there w^s a drain of gold, wages did not 
come down sufficiently to enable such a price reduction as 
would increase exports and bring gold into the country. By 
1527 money-wages attained the 1924 level, but r eal wage s 
decreased . The standard of living of the average wofkeris 
estimated to have been 30 per cent higher in 1937 than 
before the First World War. 

The national income of the United Kingdom was estimated 
in 1938 to have been about £4,600 millions (£96 a head). 
Partly owing to a rise in prices and partly because of higher 
output, the national income stood in 1945 at £8,483 millions. 


^ A. L. Bowley, Some Economic Consequences of the Great War, p. 160, 
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I'he following table shows the personal income from work 
and property before and after taxation:— 


Percentages 

1938 

1946 

1947 

1943 

Before taxes on income 

Wages 

37 

39 

42 

44 

Salaries 

24 

21 

21 

21 

Pay of the Armed Forces 

2 

7 

4 

3 

Profits, interest and rent 

37 

33 

33 

32 

Personal income from^ 





work and property 

100 

100 

100 

100 

After taxes on income 





Wages 

39 

43 

46 

48 

Salaries 

25 

20 

21 

' 21 

Pay of the Armed Forces 

2 

a 

5 

' 3 

Profits, interest and rent 

34 

29 

28 

28 

Personal income^ from 




i 

i 

work and property 

100 ^ 

100 ' 

100 

: 100 


The redistribution of income between different income 
groups since 1938 has been equally striking. 

Distribution of Personal Income by ranges of Income 


Range of Income 

Total Income 

Total Income before 

before Tax 

before Tax ' 

Income Tax and 



Surtax at 



1938-39 

1947-48 



rates 

rates 


millions 

£ millions 

1938 




Under ;C250 

2,463 i 

2,459 

2,449 

^'250 — 499 

679 ; 

662 

620 

^500 — 999 

455 

415 

368 

£1000 — 1999 

1 304 

259 

213 

£2000 —9999 

360 

255 

189 

£10000 and over 

175 

76 

34 


^ Including professional earning and income from fanning. 
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Range of Income 
before Tax 


Total Income 
before Tax 


£ millions 


Total Income be¬ 
fore Income Tax 
and Surtax at 
1938-39 1947-48 
rates rates 
£ millions 


1947 


Under 

£ 250 

2,480 

2,471 

2,447 

/:250 

499 

2,690 

2,622 

2,470 

;C500 

— 999 

1.224 

1,120 

992 

^1000 

— 1999 

485 

654 

559 

^2000 

— 9999 

597 

427 

320 


During the Second World War net personal saving increased 
from /‘MO millions to -/?1.27Q millions m 1945, and this was 
the most important source of the Government’s war-time 
expenditure. The value of capital assets in England could 
not now be kept up. In 1950, 17 per cent of the national 
income w^ent to investment as compared with 14 per cent 
in 1938. The volume of industrial production in 1950 was 
50 per cent more than in 1946 and about 40 per cent more 
than in 1937. In 1948-1949 there was a significant increase 
in real consumption and in 1950 the average standard of 
living was very slightly higher than in 1938. 

Summary 

Population Trends:- 

1801—The first census was taken. The population of 
England, Wales and Scotland was estimated to be 11^ millions. 

There was a rapid increase of population in the later 
eighteenth century owing both to a rise in the birth-rate 
and a fall in the death-rate. 

Since 1880 there has been a fall both in the death-rate and 
in the birth-rate. The net reproduction rate decreased 
from 1 *5 in 1871 to 0*8 in 1938 and increased to 1 in 1946. 

The fall in the birth-rate is the result both of the economic 
disadvantages of having a large family and a psychological 
aversion to having a large number of children. 

If the decline goes on the proportion of old people will 
increase and the cost of the social insurance schemes will go 
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up. There may also be an adverse eflect on unemployment 
which is largely the result of lack of proper organization. 

Population is shifting towards the south. 

The Royal Commission on Population recommended in 
1944 a number of steps to reduce the economic disadvantages 
of parenthood. 

Prices and Prosperity :— 

The early Modern Age was a period of price revolution. 
Prices rose in the sixteenth century owing largely to the 
influx of metal from the New World. In that period there 
was economic unrest in England, but it decreased in the time 
of Queen Elizabeth. 

After the middle of the seventeenth century the upward 
trend of prices ceased. 

In the second half of the eighteenth and early nineteenth 
centuries food prices went up as a result of the increase in 
population and the Corn Law. It was a period of suffering 
for the workers. The agricultural labourers were very pre¬ 
judicially affected. 

The repeal of the Corn Laws was a great relief to the 
nation. 

1849-1873—There was now a gentle rise in price owing to 
the influx of gold from California and Australia. 

1875-1896—This was the period of the Great Depression. 
Prices fell; real wages now increased. 

In 1896 recovery began and prices rose in the early years 
of the twentieth century due to the influx of gold from South 
Africa. 

During the First World War prices rose steeply and money 
wages also increased appreciably, though they lagged behind 
prices. 

After 1920 prices went down because of deflation, and in 
1929 the World Depression began. During the Depression 
money-wages were rigid. 

After 1932 there was recovery and real wages decreased. 

During the Second World War the National Income rose 
from ;^4,600 million in 1938 to £8,483 million in 1945. 
This represented a certain amount of real increase. 

The redistribution of income among the various income- 
groups was striking between 1938 and 1948. 

1950—Both production and standard of living were higher 
than in 1937. 



CHAPTER XVIII 

THE SECOND WORLD WAR AND AFTER 

The Second World W’ar subjected Britain’s economy to such 
a severe strain and affected her position as a world trader so 
fundamentally in such a short period that we can speak of 
its effects almost as a revolution. We have already seen that 
in the inter-war years Britain’s position as a w^orld trader 
was being adversely affected, her economy consequently was 
being strained and its character was beginning to change. 
The Second World War brought, within a few years, a 
change which would otherwise have worked itself out only 
in the course of a few decades. 

Britain’s domestic capit al is estimated to have been rmt 
down by abo ut ;;(^3,000 millions during the Second World 
War. In th^ pre-war'Years, ’when Britain’s exports shrank, 
the balance of payments problem became difficult. The 
balance of payments was redressed by income from overseas 
investments and an appreciable improvement in the terms 
of trade. Even when the terms of trade were favourable, in 
those years Britain had to sell away a part of her foreign 
assets to maintain equilibrium in the balance of payments. 
During the war Britain had to sell awav over ^000 millicm 
worth of foreign investments to buy war supplie s .In 1947 
her n et earning sJ rom investmen ts covered only 3per cent of 
imports compared with 21 per cent in 1938. Moreover, as 
a^ result of the devastation of the war, the price of ra w 
materials rose sharp ly, and by about 1948 about one-fift h 
nriorc iyoods had to be exported than in 1938 to buy the sa me 
quantity of imp oi^ A number of countries had now a diffi- 
cult balance of payments problem and solved it by curtailing 
their imports of manufactures. By the close of the war 
Britain’s exports came down to a third of their 1938 volum e. 

During the War Britain contracted e xternal debts amount¬ 
ing to ■/ ?3.0Q0 million . Britain’s difficufties were further ag¬ 
gravated by the enormous demand for the goods of th e 
Western Heniisphere, w’hich had escaped devastation. An 
acute dollar shortage was produced. Whereas in 1938 Britain 
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drew 31 per cent of her imports from this region, in 1947 
she was getting 44 per cent of her import s from the New 
World. Meanwhile her exports to this part had fallen . 
The whole Sterling Area now faced a dollar deficit. 

The economic slogan in Britain at that time was ‘ export 
or die,’ and the Government had to launch a big export 
drive . In 1 949 Britain was faced with a d eficit of /?63(> 
millions which was made good by d ollars borrow ed from the 
United States and Canada and by dis posing of gold and 
overseas assets . But by the end of the year the dollar reserves 
wlnch^vra'e serving the whole Sterling Area were going down 
to an alarming extent. Britain had now to impose drastic 
austerity cuts in imports, el iminate food purchases from^ e 
United States and take ¥teps to divert imports to non-ddllar 
areas. / \11 thi s had to be done relentlessly within a brief 
span of months in the ^ecth of inflationary pressur e. From 
1946 to 1950 the United States was helping Britain with a 
c redit of T930 million and with loans and grant s to the 
value of ^^33 million under the European Recovery Pro¬ 
gramme. Thanks to this Marshall Aid and Britain’s trade 
strategy there was an improvement in her balance of pay¬ 
ments position by 1948. 

1949 proved a bad year. The d ollar earning s of the ster¬ 
ling area fell a s a result of business re cession in the Unite d 
State s. In the first half of the year the ‘ dollar ga p ^ of the 
sterling area widened rapidly from $676 millio ns to $956 
millions. The belief that the pound would have to be^ de^ 
valued now made matters woi^se, as it encouraged the post¬ 
ponement of payment for the exports of the United Kingdom 
and the short-term outflow of funds from the United Kingdom. 
People now tried to make a speculative gain by selling pounds 
for gold or dollars. This made the devaluation of the pound 
inevitable. In Sept ember 1949 the pound was devalued by 
30*5 per cent and twenty-seven nations followed suit. 

The critics of the Labour Government argued that the 
threat of nationalization and high taxation damped initiative 
while its cheap money policy made possible the continuance 
of suppressed inflation. The great increase in public ex¬ 
penditure, they contended, by increasing the domestic demand 
for goods and services really weakened the export drive. 

The devaluation meant that the volume of exports should 
be appreciably increased in order to maintain dollar earnings 



242 ECONOMIC HISTORY OF ENGLAND AND INDIA [PART I 

at the previous level. The cost of the dollar imports now 
went up. On this ground devaluation was criticized as a 
direct attack on the community’s welfare by the Welfare 
Staled 

It is difficult to disentangle the effects of devaluation from 
the results of a number of developments such as the production 
drive in Britain and the revival of boom conditions in the 
United States. It is clear that devaluation helped the in¬ 
crease of Britain’s exports, and fr om a deficit of / 381 millio n 
t he Sterling Area passed o n to a surplus of 287 million in 
1950. Devaluation, however‘Tiad an advene ettect on the 
terms of trade for Britain. On the w'hole by 1950 there was 
such an improvement in Britain’s position that aid to Britain 
under the E.R.P. was suspended. 

It is clear that the lowering of the American tariff is highly 
necessary to enable the Sterling Area to solve the vexed 
problem of balance of payments satisfactorily in the long run. 
American duties have remained high, especially on goods 
which Europe can send to the American market, even after 
some reduction had been made by the United States. 

In these post-war years there was a significant change i n 
the contents of Britain’s trade as well as in the direction of 
her commerce. 

Percentage of the Total Value of United Kingdom Exports 
by Destination 



1938 1 

1947 

1948 ’ 

1949 

Western Hemisphere 

17 1 

15 

17 ' 

15 

Sterling Area 

45 i 

49 

50 

52 

O.E.E.C. Countries 

26 i 

24 

24 

23 

Rest of the World 

12 ; 

12 

9 

10 

Total 

100 i 

100 

100 

100 


Among the exports, vehicles , s hips , machinery , e ngineering 
produc ts and electrical goods have become very important. 
In the i mports the share o f food , drink and t obacco d e creased . 
Britain now began to switch over to the sterling area from 


^ See Round Table No. 157, article on ‘ Devaluation of Sterling/ 
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the dollar area for her food and raw materials. She nego¬ 
tiated a number of bilateral trade agreements with European 
countries and expanded her trade with them. Moreover, bj 
r elaxing exchange controJ . she moved in step with the 
bers of the Organization for European Economic Co-opera¬ 
tion ( O.E.E.C.j started in 1948 as part of the E.R.P. 

Reference was made to the production drive in the post¬ 
war years. In industry in crease of producti on has been 
striking in the new branches such as e ngineerin g, c hemical s 
and vehicle s. 

'Fhe following is a comparative table of productivity in a 
number of European countries. 

Average Output per Man- Year in Industry 
(Index numbers: average 1935-38=100) 


Country 

1938 ! 

1946 

1947 

1948 

France 

93 i 

76 ! 

84 

94 

Germany^ 

103 ' 

39 

41 

62“ 

Sweden 

' 102 

114 1 

115 

117 

United Kingdom 

99 

104 i 

107 

115 

United Slates 

94 ; 

120 i 

125 

127 


By 1946 Britain raised p roductivity higher above the pre- 
w^ar average than any of her European neighbours, excepting 
Sweden, but her progress was l ess than that of the U.S . The 
slower progress of her Continental neighbours was due largely 
to the fact that their industry suffered greater damage and 
dislocation in the war than the factories of Britain. 

The r*v ige!irif»s of the war. as well as th e drive to redress 
the balance of paymen ts position have both i ncreased the 
i mportance of British agriculture. Before the Second World 
War Britain was producing 31 per cent of her food; by 1950 
the percentage had increased to 40. In 1947 plans were 
drawn up to bring about by 1952 an increase in the net value 
of annual agricultural output to about 50 per cent above 
the pre-war level. 

During the war the work of the marketing boards that had 
been created under the Acts of 1931 and 1933 was in abeyance. 

1 For post-war years Western Zones only. 

* Second half of 1948. 
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In 1 949 an Agricultural Marketing e nlarged the power s 
of th e boards and gave ministers direct representation on them 
and greater control over them. 

Under an Agricultural Act passed in 1947, County Agri¬ 
cultural Committees have been set up to further agricultural 
development and improve efficiency. Britain has today a 
v ariety of national organizations for promotinir agricultu re— 
the Agricultural Land Commission, the National Agricultural 
Advisory Service, the Agricultural Improvement Council for 
England and Wales, the Agricultural Land Service. The 
last has as one of its duties the promotion of small holdings 
and allotments. 

In the war and post-war years the mechanization o f agri- 
culture has made marked progress. 'Lhe number of tractor s 
has arisen from about 55,000 in 1939 to 350,000 in 1951; 
combined harvester-threshers have gone up from 150 to 
17,000 over the same period. 

The following table gives the yield per acre in the United 
Kingdom of a number of crops : 


Product 

Unit 

1885-94 

1 1930-39 ■ 

1 

1940-49 

AVheat 

cwt. ! 

15-7 

! 17-9 

19-3 

Barley 

5> 

14*7 

! 16-4 

1 180 

Oats 

i 

jj 

13-3 

1 16-2 

16-9 

Potatoes 

tons 

— 

I 6-7 

7-0 

Sugar Beet 

\ 

— 

! 

9-3 

Turnips and 
Swedes 

1 

J) 


1 13-2 

14-5 

Mangolds 

)> 

— 

1 18-3 

19-5 


Under the present plan production would exceed the peaks 
hitherto known to the British agricultural industry, but it 
would still leave Britain the world’s greatest importer of food. 


Summary 

During the Second World War Britain’s domestic capital 
was run down by ^^3,000 millions and she had to dispose of 
a large part of her external assets for getting war suppJ‘es. 

In the post-war period die demand for American goods 
went up greatly and the dollar shortage became acute. 
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Britain had now to curtail her imports from the dollar area 
and increase her exports to that part. But it was American 
credit that eased the situation from 1946 to 1949. 

In 1949 owing to business recession in America the dollar 
earnings of the Sterling Area decreased. The activities of 
speculators resulted in a drain of British dollar reserve and 
necessitated devaluation in 1950. 

There was in the post-war years a change both in the 
contents of Britain’s trade and in its direction. 

The importance of agriculture in Britain’s economy in¬ 
creased because of her difficulties. 



APPENDIX I 

HOUSING AND PUBLIC HEALTH 

The first half of the nineteenth century was a period of un¬ 
regulated house-building, when houses and streets were con¬ 
structed almost any fashion. Many new towns were without 
a good system of water-supply or drainage and there was 
no good provision for disposing of the house refuse which was 
thrown in the streets and produced a ‘ layer of abomination.’ 
The industrial towns were very over-crowded. Many of the 
houses were pigeon-holes, devoid of good ventilation or light. 
Two cholera epidemics which took a heavy toll of the popu¬ 
lation of some of these towns were needed to awaken in the 
people the desire for sanitary surroundings and properly built 
houses. The house problem was investigated by a Commis ¬ 
s ion in 1844 a nd its report called attention to the great need 
for improvement of living conditions in the towns. 

The fi rst Public Health Act was passed in 1848. It pro¬ 
vided for an i mprovement of the water-supply and the crude 
system of drainag e which was then in existence. Typhus was 
more less stamped out as a result of this Act. A Central 
Board of Health was constituted , year after year, under this 
Act until 1858. In 1869 a Royal Commissio n on Public 
Health strongly recommended the creation of a central autho¬ 
rity. In 1871 the Local Government Board was created. 

In the fifties and sixties a series of Acts were passed to 
improve house-building. Under the Shaftesbury Act of 185 1 
municipal authorities were empowered to borrow money Tor 
bu ilding houses for workpeo ple^ Disrae li, one of whose chief 
airhs, was ‘ the improvement of the condition of our people,’ 
gave some attention to the housing problem. In his time the 
Artisans’ and Labourers’ Dwellings Act of 186 8 empowered 
municipalities t o buv insanitary dwellings and if necessar y 
t o demolish them . Undei* this Act no appreciable success 
was achievecf Medical officers to whom the initiative was 
left by this measure, hesitated to take strong action. No 
more effective was the Cross Act which a few years later 
authorized the clearance of the slum districts. 
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In 1875 it was made com pulsory for local authorities to 
appoint a Public Officer of Healt h, a surveyor and a sanitar y 
i nspector ; they were invested with powers touching a variety 
oTnealth problems. In 1919 the Local Governmg iiL-BQaxd 
was repl aced by the Ministry of HcaX tlu 

More Acts were passed before the First World War, yet by 
1911 half a million people were living in one room tenements. 
The problem of house shortage was felt in this century even 
before 1909, and was not to any large extent the result of the 
Budget of 1909, which levied a tax on the unearned increment 
of land values, as some critics of the budget were saying. 

In the twenties a number of schemes of house building 
were prepared and with State assistanc e nearly two millio n 
houses were built . Yet the 1931 Census stung the conscience 
of the counitry. It showed that about 400,000 families were 
leading a dingy life at a density of more than two persons a 
room. Moreover, there were still in use a large number of early 
nineteenth century houses, without proper structural adapta¬ 
tion or provision for cooking and sanitation. A big section of 
the population was living in what were virtually slum condi¬ 
tions. In these years private enterprise in house-building was 
benefiting only a very small section of the low-paid workers. In 
a memorandum which he submitted to the Government in 
1935, Lloyd George pointed out that ‘ many of those whose 
housing accommodation is fairly adequate have to pay such 
rents that the balance left out of their earnings is barely 
sufficient to provide the necessaries and the most meagre com¬ 
forts of life for the household^’ Lloyd George advocated the 
creation both of a central planning machinery and an effective 
regional system to control and stimulate town development. 

The housing problem was greatly aggravated by the Second 
World Wa r. For six years there was no new constructio n^ 
whiletfif^npilatj^i of the United Kingdom rose Lv’ 1 ^ mi l¬ 
lions . The Nazi b ombi ng demolish ed approximately oneln 
e very three hous es. 

In 1943 a Ministry of Town and Country Planning took 
over housing from the Ministry of Health. Now the matter 
comes within the purview of the Ministry of Housing and 
Local Government. 


^ Organizing Prosperity—A Scheme of National Reconstruction, p. 37. 
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The measures taken in the post-war years for the proper 
planning of towns have been described (See Chapter XIII). 
In the six years following 1943 over one million houses were 
built* In 1950 the Labour Government announced a pro¬ 
gramme for the construction of 200,000 houses in 1950-52. 
In 1951 Mr. Winston ChurchiU’s Government announced the 
adoption of a target of 300,000 houses a year. 

The development of health services in this century has been 
described. Britain has today a Welfare Foods Service for ex¬ 
pectant mothers, a School Meals Service and industrial health 
services. 



APPENDIX II 

THE COMMERCIAL REVOLUTION OF OUR AGE 

The world today is witnessing a commercial revolution com¬ 
pared to which that of the nineteenth century is negligible. 
Planes carry passengers round the world in less than a week 
and we have now achieved supersonic flight. It is estimated 
that a person who travels more than 30,000 miles a year can 
save about two months’ time if he moves by a plane. This 
saving of time is of enormous importance to commerce. 
Barriers, which even railways and steamships could not over¬ 
come, no longer present a problem to men. Deserts, im¬ 
penetrable jungles, impassable mountains—all these can now 
be crossed quite comfortably and with remarkable speed. 

Planes are now changing the routes of commerce . New 
types of maps are in lise showing the distance between remote 
places as the crow flies. Undeveloped regio ns of the world 
such as Alaska can now be b rought into close contact wit h 
the ^rest of the w orld, and this lias meant the de velopmentT of 
n ew markets and new product s. Places which were previously 
unimporta nt are now bec oming kev transportation cent res. 
Small islands are acquiring great importance as air bas es. 

Of great importance to commerce and industry is the 
r emarkably quick interchange of idea5; made possible by the 
aeroplane. 

The aeroplane has also brought with it certain dangers and 
difliculties. It has created new medical problem s. Diseases 
which formerly were confined to particular regions such as 
the tropics can now spread easily to other areas. Another 
problem that it has created is that of the freedom of the air . 
This is sometimes restricted by countries which try hard to 
maintain their narrowness in a world tending to become 
unified. 

A brief account may now be given of the development of 
air transport in England. In IQli ) the first air-mail servic e 
was inaugurated between London and Paris. By 1921 a 
number of unsubsidized air lines came to grief and the 
British Government now stepped in to help airway companies 
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operating between London and Europe. In 1 924 Imperial 
Airways was started and it worked with Government aid. Its 
pTanes, working with the Royal Air Force, p ioneered the lon g 
distance air routes of the world . By 1931 the British (includ- 
ing Empire) service carried about 23,000 passengers and 769 
tons of goods and mails a year. 

It was after 19 35 that rapid progre ss was shown. In 1937 
the air-service between Englancl and^ustralia a nd the Empire 
Air Mail Scheme were inaugurate d. Two years later began a 
rcCTlar t ransatlantic air service bet ween England and Canada 
and England and the United States. The number of pas¬ 
sengers carried by all the United Kingdom companies in 1938 
was a little over 200,000 and the weight of the cargo carried 
was about 6,000 tons. 

On the eve of the Second World War Imperial Airways was 
amalgamated with British A irways t o form the British Over¬ 
seas Airways Corporation ( BOAC L This Corporation was 
itself merged with the British South American Airways Cor¬ 
poration after the British Government nationalized the ai r 
transpo rt u nder the Civil Aviation Act of 1946. Another 
important corporation now working is the BritlsE European 
Airways Corporation, started at the close of the Second 
Worla War. 

The BOAC carried in 1950-51, 200,514 passengers, over 
5,000 tons of freight and 2,000 tons of air mail over its route 
net-work of 73,677 miles, while BEAC carried over the 
same period 939,586 (the largest number for any airline in 
the world outside the United States), over 10,000 tons of 
freight and 5,000 tons of mail on its route of 17,032 miles. 
It is interesting to note that BEAC o perated the world’s 
fi rst scheduled passenger helicopter service in 1950-51 between 
Liverpool and Cardiff . 

Since the close of the war London Airpo rt (at Heath Row) 
has been developed completely as ar ^ mternational airpgr t 
In 1951 over 2^ million passengers were using Britain’s 
aerodromes. 

In 1945 the British Government set up the Ministry of 
Qivil Aviation, which now plans British air services in con- 
sultation withthe corporations. 

London, however, is also served by two other international 
airports at Northolt and Croydon. 
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